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BAY CITY, MI 48708

CALL TO ORDER

ROLL CALL

MINUTES

A. APRIL 24, 2014 MONEY MANAGER PRESENTATIONS
B. MAY 13,2014 - REGULAR MEETING

C. MAY 14, 2014 - MONEY MANAGER INTERVIEWS
PUBLIC INPUT

PETITIONS & COMMUNICATIONS

Al HOTCHKIS & WILEY - SMALL CAP VALUE
l. HM MILES

B. PORTFOLIO VALUE - 1/1/14 -5/30/2014

C. MONEY MANAGERS ON WATCH - (EFFECTIVE DATE)
1. BARINGS - (6/6/13) NO REPORT

D. MONEY MANAGER REPORTS

CORNERSTONE - ENDING 4/30/2014

1,
2. EAGLE ASSET MGMT - ENDING 04/30/2014
3. GENEVA - ENDING 04/30/2014
3. HOTCHKIS & WILEY - ENDING 04/30/2014
4, LOOMIS SAYLES - ENDING 04/30/2014
5. MACKAY SHIELDS - ENDING 04/30/2014
6. SCHRODER - ENDING 4/30/2014
E. RECAPTURE SERVICES
1. CONVERGEX - SUMMARY ENDING 4/30/2014
. NORTHERN TRUST
1. SUMMARY EARNINGS - NO REPORT
G. REFUNDS/RETIREMENTS ENDING 05/30/2014
H. BCERS YTD BUDGET REPORT - ENDING 05/31/2014

L OTHER GOVERNMENT SERVICE - BUY BACK

1. JOSEPH RIVET
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TUESDAY, JUNE 10, 2014 @ 1:30 P.M.
COMMISSIONERS CHAMBERS
515 CENTER AVENUE - 4™ FLOOR
BAY CITY, MI 48708

J. CORRESPONDENCE REBALANCE ASSET ALLOCATION
1. HOTCHKIS & WILEY CAPITAL MANAGEMENT
2. INTEGRITY ASSET MANAGEMENT

K. CORRESPONDENCE COMMISSION RECAPTURE LETTERS
ABEL/NOSER AND CAPIS.

L. CORRESPONDENCE CONVERGEX TERMINATION LETTER
M. ATTORNEY THOMAS MICHAUD

1. TRUSTEE EDUCATION.

2. RECENT LEGAL ISSUES AND DECISIONS
VI ANNOUNCEMENTS
A, NEXT REGULAR MEETING - JULY 8, 2014 AT 1:30 P.M,,

COMMISSIONERS CHAMBERS, 515 CENTER AVENUE 4™
FLOOR, BAY CITY, MI 48708

VIL UNFINISHED BUSINESS
A, CORPORATION COUNSEL

1, LIST OF SUGGESTED CHANGES TO INVESTMENT
POLICY.

2. DIRECT DEPOSIT.

VIII.  NEW BUSINESS
iX. MISCELLANEOUS BUSINESS

X. ADJOURNMENT
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NOTE: In addition to these typed minutes, this board meeting was also taped. These tapes are
available for review in the Retirement Office

A meeting of the Board of Trustees was held on April 24, 2014 at 8:34 a.m. in
the Commission Chambers, 4th Floor, Bay County Building, 515 Center Avenue, Bay
City, Michigan. Roll call taken,

Trustees Present: Chairperson Gray, Mr. Brzezinski, Mr. Gromaski, Mr. Herek,
Mr. Morse, Mr. Pett, Mr. Starkweather, and Ms. Zielinski.

Trustees Absent: Mr. Cocnan

Also Present:

Consultant: The Bogdahn Group: Mary Nye
Finance Qfficer: Crystal Hebert
Retirement Administrator: Janie Tacey

The meeting was called to order by Chairman, Steve Gray at 8:34 a.m.
1. Moved, supported and carried to excuse Trustee Coonan.

Mr. Gray called for public input. Seeing no one from the public present, he
moved onto petitions and communications.

Present today are representatives from three money managers to present their
performance reports. Copies were provided to all Trustees, in advance, via the
web.

First to present is Barbara Cassidy, Relationship Manager Baring Asset
Management, Boston, Massachusetts. Also present via telephone was Thomas Mann,
Investment Manager International and World Equity Group based out of London.
Ms. Cassidy reports that there were no changes at the prime level and business
is going very well. <Currently they have $59 billion in assets under management
globally. She gave an overview of the company and how they run their
international equity portfolios.

Ms. Cassidy reported disappointing results, and explained the factors that
contributed to the poor performance such as emerging markets, and the European
and Japanese markets,

Mr. Mann reports today via phone from London, He pointed out that utilities
were the best performing sector. He discussed the underweight and overwelght
sectors and how they were impacted by the geopolitical turmoil in the Ukraine
and in Russia and the slowing economy in China. He discussed emerging markets
and stated they are looking at Latin America for potential opportunities.

Mr. Mann states the U.S. economy has been the major driver of growth in the
world over the last year or so. However, it still remains weak and the Federal
Reserve is taking a very measured approach towards tapering of the stimulus.
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They answered questions from Trustees one being about the investment policy and
guidelines. Ms. Cassidy states that no changes are needed at this time.

The representatives answered questions from the Trustees, concluded their
presentation, and departed. A five-minute break was taken until 9:30 a.m.

Next on the agenda is Baird Advisors from Milwaukee, Wisconsin. Present are
Sharon Deguzman, Senior Vice President and Senior Portfolio Manager and Jeffrey
Schrom, Senior Portfolio Manager. Ms. Deguzman gives an overview of Baird
which is privately held and employee owned allowing the company to focus on
long-term goals and short-term earnings. Ms. Deguzman states they have $21.1
billion assets under management as of the end of March. This is up about $3
billion since approximately a year age. Page 9 of the report shows Total Net
Returns as of March 31, 2014, The Bay County Portfolio would fit between the

Aggregate and the Intermediate Portfolio. You can see strong returns of 1 to
2.5%.

Ms. Deguzman hands the presentation over to Jeff Schrom, Mr. Schrom discussed
the market outlook and states they see continued growth. What is important for
the Bay County Retirement Fund portfolio is what is happening in the U.S.
economy. Inflation remains very benign in the U.S. and they think wages are the
key issue to watch. 1In terms of fiscal policy, there continues to be some
progress. The gridlock continues and deficits continue to be fairly large
although they have declined a little as a result of some of the tax increases
and a little better economic environment. We continue to be in an area of
elevated risk. The Fed is still exiting from the taper but they will continue
to be very accommodative in terms of keeping interest very low and they do not
think they will increase short-term rates until mid to late 2015.

Mr. Schrom discussed interest rates, yield curves, basis points for the first
quarter, geo-political issues in the Ukraine, mortgage backed securities, and
current mortgage rates.

Ms. Deguzman goes over Bay County Employee Retirement System. They are
investing in U.S. Treasuries, mortgaged backed securities and Agency CMBS
(Commercial Mortgage Backed Securites). They are watching the amount of fixed-
rate mortgages in those pools. We really prefer just using stable mortgages.
Again, you do not want your funds to extend on you so when interest rates go
up, people do not repay so that extends maturity of your bonds. When interest
rates are higher, that is when you want your catch coming back so that you can
re-invest at a higher rate. Baird tries to watch that and attempts to minimize
the extension rate as much as possible.

She states they do think the portfolio will benefit from the steep yield curve.
They try to position the portfolio to take advantage of the fact it curves and
does add value to our portfolio.

As of March 31, 2014, the average coupon has 3.41% relative to the benchmark of
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2.97%. So again, trying to throw off a little more coupon in case or if
interest rates were to rise. The duration is 5.26 years which matches the
duration of the index. The Quality Breakdown indicates very high quality. If
we look back to the last time we were here, you will see our mortgage backed
exposure came down a little bit and our treasury exposure went up. Under the
Sector Breakdown section you will see Treasuries are at 38% compared to about
29% a year ago. The Mortgages/CMO at 43% is actually two different buckets.
The market value is $24 million and that is reflecting the $2 million
contribution from last July.

Going over the snapshot of performance there was consistent performance
relative to the benchmark since 2006 and we finished up the year in 2013 at a
(-2.59%). We are slightly behind the benchmark. Most bull market portfolios
were down 4-5%. We are not happy with the negative return, but have seen a
nice snap back in the first quarter. There is the uncertainty of geopolitical
risks and nervousness in the market.

The representatives answered questions, concluded their presentation and
departed.

A five minute break was taken.

Next on the agenda is Columbia Management, New York City, New York. Present
today are Alan Puklin, Senior Relationship Manager and Richard Rosen, Portfolio
Manager. They have been managing the portfolio for 14 years with the same
approach and the same style. Mr. Puklin reviewed the management team and their
experience, skills and focus. Mr. Rosen gave a brief talk of how the team
manages money. Mr, Rosen talks about Columbia believing in long-term investing
and having good ideas count. He goes over the portfolio censisting of about 35
stocks in Large Cap companies that define America’s greatest. They generally
pay a nice dividend of world earnings and are well-managed. If the company is
performing well, they do not really trade the portfolio. Last year of the 35
stocks they made only one trade.

Mr. Puklin discussed the performance of the portfolio. Last year there was one
trade and it was the first year that every stock in the portfolio was actually
positive. He talked about the weak economy getting better. Last year the
portfolio was up 38.4% significantly outperforming the benchmark which is the
Russell 1000 Value Index. The broad market is measured by the S&P 500 which
was 32.39%. Growth and value had pretty much the same type of year. For the
3-year period they significantly outperformed the benchmark and broad market
and the same for 5 years and 10 years. Since inception they were just slightly
behind by 6 basis points compared to the Russell 1000. For the first quarter
of the year they were up about 3.5% outperforming the benchmark once again and
significantly outperforming the broad market. They also outperformed for the
l-year period. The 3-year period is just about in line and outperforming for
the 5-year and 10-year and bottom line since inception. Mr. Puklin reiterated
that they are not traders, but are long-term investors with some of the names
in the portfolio being there since the beginning and some names sold out and
bought back.

Mr. Pulkin and Mr. Rosen state that the investment policy and guidelines are
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not restricting them at this time and no changes are needed. They answered
questions from the Trustees, concluded their presentation and departed.

2. Moved, supported and carried to receive the performance report from
Columbia Management.

3. Moved, supported and carried to receive the performance report from Baird
Advisors.
4. Moved, supported and carried to receive the performance report from

Barings Asset Management.
Trustees asked Ms. Nye for her opinion regarding Barings performance and
potentially replacing them. She recommended they continue their search for
candidates and then make a decision.

ANNOUNCEMENTS :

A, Next regularly scheduled meeting will be Tuesday, May 13, 2014 at 1:30

P.M. in Commissioner’s Chambers, 515 Center Avenue - 4" Floor, Bay City, MI
48708.

UNFINISHED BUSINESS:

The date and time of the meeting for the interviews regarding the search for
money managers will be May 14, 2014 at 8:30 a.m,

NEW BUSINESS: None
MISCELLANEQUS BUSINESS None

ADJOURNMENT :

5. Moved, supported and carried to adjourn the meeting at 11:14 a.m.

Respectfully submitted,

Crystal Hebert
Finance Officer/Secretary

Transcribed by: Tracy Cederquist



MEETING OF THE BCERS BOARD OF TRUSTEES COMMITTEE
April 24, 2014

IN THE BOARD OF COMMISSIONER’S CHAMBERS, LOCATED AT 515 CENTER AVENUE, 4™ FLOOR,
BAY CITY, MI 48708 ‘

MEETING CALLED TO ORDER BY: CHAIRPERSON STEVE GRAY AT ___8:34 A.M.

TRUSTEE 1 2 3 4 5 6 7 8 9
BRZEZINSKI Y M-Y Y Y Y

COONAN E E E E E

GRAY Y Y Y Y Y

GROMASKI M-Y Y Y M-Y Y

HEREK E E E E E

MORSE S-Y Y Y Y S-Y

PETT Y Y 5-Y Y M-Y

STARKWEATHER Y S-Y M-Y Y Y

ZIELINSKI Y Y Y S-Y Y

TRUSTEE 11 12 13 14 15 16 i7 i8 19
BRZEZINSKI

COONAN

GRAY

GROMASKI

HEREK

MORSE

PETT

STARKWEATHER

ZIELINSKI

CODE: N - MOVED: § - SUPPORTED; Y-YEA; N-NAY{ A-ABSENT; E-EXCUSED
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A meeting of the Board of Trustees was held on May 13, 2014 at 1:30 p.m. in the
Commission Chambers, 4th Floor, Bay County Building, 515 Center Avenue, Bay
City, Michigan. Roll call taken.

Trustees Present: Chairperson Gray, Mr, Brzezinski, Mr. Coonan, Mr. Gromaski,
Mr. Herek, Mr. Morse, Mr. Pett, Mr. Starkweather, and Ms. Zielinski.

Trustees Absent: HNone.

Also Present:

Consultant: The Bogdahn Group: Howard Pohl and Peter Brown.
Finance Officer: Crystal Hebert

Retirement Administrator: Janie Tacey

Corporation Counsel/Personnel Director: Timothy Quinn

Asst. Corporation Counsel: Amber Johnson

Asst. Corporation Counsel: Shawna Walraven

The meeting was called to order by Chairman, Steve Gray at 1:33 p.m.

1. Moved, supported and carried to accept the minutes of the April 8, 2014
regular meeting.

Mr. Gray called for public input. Seeing no one from the public present, he
moved onto petitions and communications.

Present today are Mr. Howard Pohl and Peter Brown from The Bogdahn Group to
present the first quarter report for 2014. A copy was provided to all
Trustees, in advance, via the web.

Mr. Pohl goes over a couple of housekeeping items before presenting the first
quarter report. First is proxy voting. Our investment policy states that our
money managers will vote the proxy in the best interest of the client.
Recently, there have been a couple of issues that have come up and will come up
again and that is proxy voting in connection with Mutual Funds. Things like
voting a replacement board member of a Mutual Fund or the need to amend the
policy in the Mutual Fund for certain things. Those are not specifically
addressed in your investment policy. It would be our suggestion that routine
matters such as changing the auditor or replacing a board member be voted on
directly by the Finance Department and simply sent back to show that you voted
your proxies.

However, there are non-routine things and in those situations Mr. Pohl suggests
those be referred to Bogdahn. They would research it and get back to us with a
recommended vote. The Finance Department would take that recommendation. If
this Board agrees with the suggestion, then Bogdahn would incorporate that in
re-writing our investment policy. Mr. Pohl answered questions from the
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Trustees regarding the suggested change and how it would work. Chairman Gray
clarifies that as Finance Director, it would to Ms. Hebert, and she would go
ahead and make the vote and send it back. Trustee clarifies that Mr. Pohl
would make a recommendation on the vote, report it to Ms. Hebert and she would
cast the vote. It would not come back to the Board. Mr. Pohl responds that is
his original recommendation.

z2. Moved, supported and carried to have Ms. Johnson write a procedure which
would authorize Mr. Pohl and The Bogdahn Group to evaluate non-routine
proxy requests from Mutual Fund companies.

The procedure is to include a recommendation on how they should be voted and
forward a copy of the recommendation to Ms. Hebert,.

Roll call on Motion to change the investment policy procedure on proxy voting
with regard to Mutual Funds:

Mr. Brzezinski - Yes
Mr. Coonan - Yes

Mr. Gray — Yes

Mr. Gromaski - Yes

Mr. Herek - Yes

Mr. Morse - Yes

Mr. Pett - Yes

Mr. Starkweather - Yes
Ms., Zielinski - Yes

Mr. Pohl addresses the second issue of Munder Capital being acguired by Victory
Capital. All teams under Victory will stay the same as well as the Munder
teams. They are getting acquired but there is no change in the process or the
people.

Mr. Pohl goes over the new report format of the quarterly report. There were
modest returns in the developing market indices. The emerging market index was
off a fraction as well, but modestly positive returns for the financial end of
things. The domestic indices were all give or take around 2% except Mid Cap
which was a little bit better and Small Cap was a little bit worse. In the
domestic markets for this quarter the value earning stocks do better than
growth earning stocks.

The bond markets were up just about the same as the domestic. Some of the
lower quality bonds did a little bit worse over the quarter. The Aggregate
index up about 1.8%. Overall, returns of stocks and bonds were about the same
this guarter.

Page 11 shows the Fund starting out with a little over $295.5 million and 2.8
million plus taken out of the funds for distributions and expenses. Having
over $6.8 million of a return on investment income plus appreciation ended the
quarter at nearly $300 million. Over the last year we went from $263.6 million

/
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taking out expenses of $10 million and gaining over $45 million of return on
investment. It was a terrific year in terms of return for the Plan.

Page 22 looks at the comparative performance totals of the fund, domestic
equities and each of the money managers. This shows the fund was up 2.32% for
the quarter the top 25 percentile of all plans in the country. Looking at the
last year, you were up 17.4% and ranked in the top 3™ percentile of all plans
where the median was 11,97% so you were over 5% better than the median for this
period. Total fund policy 14.20. The 3 and 5 years showing compounding at
over 18% a year you are in the top 2%. To say the plan is having a terrific 5-
vear period would be an understatement.

He reviewed the individual years that made up the performance for each of the
mangers and we could see what the managers did year to year and how the
cumulative record was achieved. Historical statistics show virtually an up
market. We have experienced tremendous returns for your fund. We want to make
sure that when the market declines, you are protected there too.

Mr. Pohl reviewed the individual managers and states that Columbia relative to
other shows Large Cap value funds was top quartile for the quarter top decile
30 no problems there. Vanguard was just above median and in line with S5&P 500
index. Integrity was in the top decile for the quarter and top quartile for 5
years so¢ no lssues there. Geneva now has l-year performance. We will be
watching them very closely to see how they are deing. Stocks have been highly
correlated now they are getting to be less correlated so their individual stock
picking is going to be more difficult. We will be focusing on Geneva and see
how they are doing.

Hotchkis & Wiley shows top quartile for the quarter, top decile for 5 years. No
issues there. Eagle Asset Management has had some issues. When we look at
their performance, they are a little bit below the median for the quarter.
Looking at the individual years you can see they had an average year in 2011 at
the top quartile in 2012, but the performance in the last 12 months has crushed
that 3-year number. We want to see if they start to pull out of this.

Looking at the International Equities and see top guartile for the quarter, top
decile for the year and top quartile for 4 years. Barings had another bad
quarter. Shroder’s has had an excellent quarter top decile, 3™ quartile for
the year. That has certainly improved their cumulative results. Looking at
the individual years they have been below average up until the last year but
they seem to be turning things around. This is true incidentally not only for
international funds, but also in their fixed incone.

Fizxed Income is fractionally above the median for the quarter, top third for
the year, roughly average for 5 years, but your fixed income has been over 10%
annually above the median. Bogdahn had a meeting with Loomis Sayles yesterday
and talked about the performance of the fund which is a fraction below the
median for the quarter. They don’t try to play interest rates and they are
doing a good job. E?
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Baird is a government orientation and is average for the quarter, but the 5-
years just about ending along the benchmark with their 50% government and 50%
mortgage-backed security index. Just about average.

MacKay Shields is a manager that we are going to be delving into a little bit
nore. They were fractionally below the median for the guarter and roughly
median for the year. Their cumulative record is below average and we are
hopefully seeing some turn around here in the last year where they were roughly
average.

With a couple of exceptions things look extremely good. Your long-term record
continues to be excellent and we don’t have any recommendations on anything.
Mr. Pohl answered questions from Trustees, and concludes his presentation.

3. Moved, supported and carried to accept the first quarter report from The
Bogdahn Group.

Discussion on Cash balance of the portfolio and the balance dropping in April
from $2.8 million down to $624,999. Ms. Hebert explains that is the cash
account used for paying benefits, and reimbursing the County. Re-balancing
will be on the next agenda and that will bring the cash account back up. The
months before may reflect being re-balanced right before the report. This is
just a picture at month’s end. The benefit payments are administered at the
beginning of the month, BAnother Trustee asks about small balances carried on
former funds Denver and Wentworth. Ms. Hebert states those residual balances
were also moved during the re-balancing. Those will show up on next month’s
report.

4, Moved, supported and carried to receive the Portfolio Value from January
1, 2014 to May 2, 2014. The value today is $298.7 million.

5. Moved, supported and carried to receive portfolio reports from
Cornerstone, Eagle Asset, Geneva, Loomis Sayles, MFS Investment, MacKay
Snields, and Schroder all ending March 31, 2014,

6. Moved, supported and carried to receive the report from ConvergEx ending
March 31, 2014.

7. Moved, supported and carried to receive Northern Trust’s Summary Earnings
ending March 31, 2014.

8. Moved, supported and carried to receive Northern Trust’s Summary Earnings
ending April 30, 2014.

9. Moved, supported and carried to receive Refunds/Retirements for the month
ending April 30, 2014.

10. Moved, supported and carried to approve a non-duty disability retirement
for Mr. Brian Davidson.
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11. Moved, supported and carried to receive BCERS Year-To-Date Budget report
ending May 7, 2014,

Discussion with Ms. Johnson regarding part-time employees in the General Group
that did not meet the 800 hours per year reguirement for retirement
eligibility. Ms. Johnson introduces Shawna Walraven who just started as
Assistant Corporation Counsel,

Ms. Johnson discusses the retirement ordinance issue brought up last month on
whether or not individuals who were working less than 800 hours per year would
be considered vested under the system. The way that the ordinance currently
reads, we use the term “normally requires.” So an employee is in a permanent
position if that position normally requires them to work 800 hours or more per
year. With these particular employees, if you look at the 10-year history for
them, I believe that they hit the 800-hour mark and actually exceeded the 800-
hour mark only 1 or 2 years. So even if you take those 10 years and you
average them together, you are not looking at a minimum of 800 hours per year
over that 10-year period. In fact, there is one of the years that these
employees worked less than 500 hours. Generally speaking, when you look at the
work history, the work history showed somewhere between 640 to 740 hour range
with 700 at the high side and most of the time in the 600s.

The question becomes whether or not the language in our ordinance is ambiguous.
There is no particular legal term for “normally reguires.” There 1s no
specific definition in legal terms for what “normally requires” is. The law
says that what we have to do is try to give it its normally accepted meaning or
understanding. From a straight dictionary definition it is something that is
normal, usual or ordinary. Basically conforming to a type, standard or regular
pattern. The only regular pattern we have with these particular employees is
that they have regularly worked less than 800 hours per year. Because that is
the normal everyday expected definition of that phrase it is the opinion of
Corporation Counsel that these particular employees were not in permanent
positions and, therefore, would not be in the retirement system. The ordinance
does give the board discretion if there is ambiguity to make a determination as
to who is an included person in the system and who is an excluded person in the
system. I do not think that our failure to define the term in this particular
case makes the ordinance ambiguous. T think that when we use the regular,
commonly accepted usage of the term, that clearly these individuals do not fall
within the permanent position definition.

Tt would be our recommendation that they not be included in the retirement
system. I have found no past practice for the retirement system that states
that employees who have worked less than 800 hours per year have been vested, I
would suggest that for future reference, we change the language soO there is no
ambiguity. Change the definition to remove the phrase “normally reguired” and
just make strict standards that says our permanent positions are positions
which require 800 hours or more per year and 65 hours or more per month to be
given credit for that month into the retirement system.

There was discussion among the trustees and Ms. Johnson as to what the county
is contributing to the system on behalf of these individuals, what constitutes
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a permanent position, membership in the retirement system, scheduled hours
versus hours actually worked, how service dates are tracked and which Board
will review the language for changes in the ordinance,

Chairman Gray inguired about the next step in notifying these two individuals
that they do not qualify for retirement. Who prepares the letter? Ms. Johnson
states she thinks historically it would be something that the Retirement
Administrator would prepare. She will assist in drafting the letter. As far
as any changes in the language, Ms. Johnson states that will go back to the
County Board. She believes that a motion in recognition of the change should
be made so that we can take it to the County Beard.

12. Moved, carried and supported to ask the County Board to review the
recommended changes to the ordinance proposed by Ms. Johnson.

Chairman Gray asks Ms. Johnson to put a boilerplate letter together for Ms.
Tacey which can be used for future cases.

13. Moved, carried and supported to receive correspondence by Integrity
{Munder Capital) regarding acquisition by Victory Capital.

ANNOUNCEMENTS :

A. Next regularly scheduled meeting will be Tuesday, June 10, 2014 at 1:30

P.M. in Commissioner’s Chambers, 515 Center Avenue - 4 Floor, Bay City,
MI 48708,

UNFINISHED BUSINESS:

Trustee inguired about the status of the real estate manager and the waiting
period involwved. Consultant responded that it could be ancther 9 to 10
months, Trustee inguired about the contract and Ms. Hebert responds that we
are in the queue as of March 31, 2014.

NEW BUSINESS:

Chairman Gray comments that he would like the Board to think about direct
deposit options for all retirees. This past winter there were two months where
weather played a part in late pension checks for those receiving paper checks
in the mail. He will bring it up in a month or two as to whether the Board
would go to work on the changeover where everybody has their money deposited in
their bank, credit union or a debit card. He would actually like to convert it
in a two-step process and no longer have a paper check be an option for new
retirees. Step 2 would eventually switch all current retirees receiving paper
checks over to direct deposit. A trustee stated he would like advice from

Corporation Counsel next month so the Board can talk about it again and decide
on a direction to take,

MISCELLANEQUS BUSINESS:

Ms. Johnson wanted the Board to be aware of some issues that are coming up from
some retirees. Ms. Tacey received a call last month regarding a guestion that
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may come again. The question is how is a spouse defined under our Plan since
same~-sex marriage is not legal in the state of Michigan. If someone is legally
married to someone of the same sex in another state that recognizes same-sex
marriage does our retirement policy use the definition of spouse as used in
Michigan or any another state. She is going to prepare a written opinion on
this and will copy all of the Board members. Since our plan is subject to the
Internal Revenue Code, we have to follow the legally Federal definition of
spouse which does, in fact, include same-sex partners married in another state.
Qur policy would, in fact, include the same-sex partner of a spouse from a
different state where that marriage was legally performed.

ADJOURNMENT :

14. Moved, supported and carried to adjourn the meeting at 2:59 p.m,

Rgspectfully submitted,

Cryst&%jiiiirt

Finance Officer/Secretary

Transcribed by: Tracy Cederguist
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MEETING OF THE BCERS BOARD OF TRUSTEES COMMITTEE
May 13, 2014

IN THE BOARD OF COMMISSIONER'S CHAMBERS, LOCATED AT 515 CENTER AVENUE, 4™ FLOOR,
BAY CITY, MI 48703

MEETING CALLED TO ORDER BY: CHAIRPERSON STEVE GRAY AT 1:33 P.M.
TRUSTEE 1 2 3 4 5 6 7 8 9
BRZEZINSKI Y Y Y Y S-Y Y Y Y Y
COONAN M-Y Y Y Y Y Y Y M-Y M-Y
GRAY Y Y Y Y Y Y Y Y Y
GROMASKI Y S-Y M-y Y Y Y Y Y Y
HEREK Y Y Y Y M-Y M-Y M-Y S-Y Y
MORSE Y Y S-Y Y Y Y Y Y Y
PETT Y Y Y Y Y S-Y S-Y Y S-Y
STARKWEATHER s-Y M-Y Y Y Y Y Y Y Y
ZIELINSKI Y Y Y Y Y Y Y Y Y
TRUSTEE 11 12 13 14 15 16 17 18 19
BRZEZINSKI M-Y Y Y Y
COONAN Y M-Y S-Y | s-¥
GRAY Y Y Y Y
GROMASKI Y Y Y Y
HEREK Y S-Y MY | MY
MORSE S-Y Y Y Y
PETT Y Y Y Y
STARKWEATHER Y Y Y Y
ZIELINSKI Y Y Y Y

CODE: M - MOYED; 8 - SUPPORTED; Y-YEA; N-NAY: A-ABSENT; E-EXCUSED
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MINUTES BAY COUNTY EMPLOYEES’ RETIREMENT SYSTEM BOARD OF TRUSTEES (BCERS)
MAY 14, 2014 - SPECIAL MEETING - MONEY MANAGER INTERVIEWS

PAGE 1

NOTE: In addition to these typed minutes, this board meeting was also taped. These tapes are
available for review in the Retirement Office

A special meeting of the Board of Trustees to interview money managers was held
on May 14, 2014 at 8:30 a.m. in the Commission Chambers, 4th Floor, Bay County
Building, 515 Center Avenue, Bay City, Michigan. Roll call taken.

Trustees Present: Chairperson Gray, Mr. Brzezinski, Mr. Herek, Mr. Morse, Mr.
Pett, Mr. Starkweather, and Ms. Zielinski.

Trustees Absent: Mr. Coonan and Mr. Gromaski.

1. Moved, carried and supported to excuse Trustees Coonan and Gromaski.

Also Present:

Consultant: The Bogdahn Group: Howard Pohl and Peter Brown.
Finance Officer: Crystal Hebert

Retirement Administrator: Janie Tacey

Corporation Counsel/Personnel Director: Timothy Quinn,
Attorney: Thomas Michaud

The meeting was called to order by Chairman, Steve Gray at 8:32 a.m.
Trustee Herek entered the meeting at 8:40 a.m.

Crystal Hebert entered the meeting at 8:45 a.m.

Thomas Michaud entered the meeting at 10:30 a.m.

Mr. Gray called for public input. Seeing no one from the public present, he
moved onto petitions and communications.

Representatives present today are Ms. Kimberly Hyland, Relationship Manager and
Peter Loncto, Investment Product Manager both of MFS; Anil Thomas VP,
Institutional Sales and Alice Fricke VP, Senior Client Portfolio Manager both
with OFI; and Ms. Eileen Kwei, Product Specialist for International Growth
Strategy with Artisan Partners. Representatives from all three companies
provided hard copies of their presentations to all Trustees.

MFS gave their presentation to the Board. There was a short question and
answer period and questions were asked by Trustees including fees and the
investment policy. Representatives responded total fees would be 80 basis
points, 75 basis points as being investment management fee and 5 basis points
being official administrative fees a total of 80 basis points and the
investment policy was not restricting. They concluded their presentation at
9:30 a.m. A five-minute break was taken and the meeting resumed.

OFI gave their presentation to the Board. There was a short question and
answer period and questions were asked by Trustees including fees and the
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investment policy. Representatives responded the investment management fee
would be 0.7% and the investment policy was not restricting. They concluded
their presentation. A five-minute break was taken and the meeting resumed.

Artisan Partners gave their presentation to the Beoard. There was a short
guestion and answer period and dquestions were asked by Trustees including fees
and the investment policy. Representatives responded the mutual fund has a 2%

redemption fee within 90 days and the investment policy and guidelines are
fine.

Mr. Morse departed the meeting at 11:10 a.m.

Chairman Gray asked for input from all the Trustees on all three money
managers. Discussion of the firms between the Trustees and Mr. Howard Pohl and
Mr. Peter Brown, consultants from The Bogdahn Group. Discussion of protection
the firms offer on the downside market, how they performed on the upside
market, the investment vehicle of the firms, their fees and comparing their
performances.

Chairman Gray asked the Board to rank the companies.
Ranking:

Trustee Brzezinski: 1) OFI 2) MFS 3) Artisan
Trustee Herek: 1) OFI 2) MFS 3) Artisan

Trustee Pett: 1) OFI 2) MFS$S 3) Artisan

Trustee Starkweather: 1) MFS 2) Artisan 3) OFI
Trustee Zielinski: 1) MFS 2) OFI 3) Artisan
Chairman Gray: 1} OFI 2} MFS 3) Artisan

Chairman Gray asks the input of the consultants Mr. Brown and Mr. Pohl. Mr.
Brown states his input on the three with Artisan higher octane and higher fees
and with OFI a little more conservative and cost effective on the downside and
MFS kind of in the middle. He recommends OFI if the Board wants Lo go more
conservative and if they want more aggressive MFS and even more aggressive
Artisan. Mr, Pohl is reticent to pick the one with most recent performance.
He tries to look at the characteristics such as how they do their research,
fees, volatility. He states the overlap of OFI versus Schroeders would be an
issue for him. He also takes a look at the 3Ps; people, process and
performance. He would eliminate Artisan due to fees. He leans more towards
MFS, but a really close call.

Chairman Gray asks for a roll call vote:

Trustee Brzezinski: MFS.
Chairman Gray: OFI.
Trustee Pett: MFS.

Trustee Starkweather: MFS.
Trustee Zielinski: MFS.
Trustee Herek: OFI.

/5



MINUTES BAY COUNTY EMPLOYEES’ RETIREMENT SYSTEM BOARD OF TRUSTEES {BCERS)
MAY 14, 2014 - SPECIAL MEETING - MONEY MANAGER INTERVIEWS

PAGE 3

Chairman Gray states MFS wins 4-2.

Mr. Pohl explains the plan would be to look at ways to liquidate securities in
the Barings portfolio and then do the transition as simultaneously as possible
and get the new firm going. Obviously look at contract and those kinds of
things.

Mr. Michaud comments the vote must pass with 5 affirmative votes.

Trustee Herek changed his vote to MFS.

Chairman Gray states to let the record show MFS wins 5-1.

ANNOUNCEMENTS :

A. Next regularly scheduled meeting will be Tuesday, June 10, 2014 at 1:30
P.M. in Commissioner’s Chambers, 515 Center Avenue - 4" Floor, Bay City,
MI 48708,

UNFINISHED BUSINESS:

Mr. Michaud apologizes for the mistake on the mixup of the dates for the
meeting and not coming on the correct date. Trustee Brzezinski asks that since
not all Board members are present and the information Mr. Michaud will be
sharing is very valuable that they wait until next month to go over the
information.

NEW BUSINESS: None
MISCELLANEQUS BUSINESS None
ADJOURNMENT :

2. Moved, supported and carried to adjourn the meeting at 11:26 a.m.
Respectfully submitted,

Wm et

Crystal Hebert
Finance Cfficer/Secretary

Transcribed by: Tracy Cederquist

/b




MEETING OF THE BCERS BOARD OF TRUSTEES COMMITTEE
MAY 14, 2014

IN THE BOARD OF COMMISSIONER'S CHAMBERS, LOCATED AT 515 CENTER AVENUE, 4™ FLOOR,
BAY CITY, MI 48708

MEETING CALLED TO ORDER BY: CHAIRPERSON STEVE GRAY AT 8:32 a.m.

Mr. Herek entered the meeting at 8:40 a.m.
Mr. Morse departed the meeting at 11:10 a.m.

TRUSTEE 1 2 3 4 5 6 7 8 9

BRZEZINSKI Y Y

ECOONAN E E

GRAY Y

GROMASKI E

< |m|=

HEREK

MORSE

PETT

STARKWEATHER

<|l=< |z |w

ni< | =

ZIELINSKI

TRUSTEE 11 12 13 14 15 16 17 18 19

BRZEZINSKI

COONAN

GRAY

GROMASKI

HEREK

MORSE

PETT

STARKWEATHER

ZIELINSKI

CODE: M - MOYED; § - SUPPORTED; Y-YEA; N-NAY; A-ABSENT; E-EXCUSED
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 (CORNERSTONE

PERFORMANCE HISTORY
Bay County Employees' Retirement System

Percent Return

Per Period

Time Period 4/30/2014

1 Month | _ 3.40% | 3.35% ' 3.31_%_ |
YTD 13.66% 13.44% 13.62%
1Year | - | Ca7% 309% | 0._87_% |
3 Year 10.35% 9.69% 9.81%
5 Year 23.22% 22.49% 22.26%
inception (October 21, 2008) 17.44% 16.75% 15.39%
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Geneva Capital Marntagement Ltd.

PORTFOLIO APPRAISAL
Bay County Employees’ Retirement System XXXX9057 (bcers)

April 30, 2014

Unit TFotal Market Pet,
Quantity Security Cost Cost Price Value Assets  Yield
COMMON STOCK
2,407 AFFILIATED 122.37 294 542 198.20 477,067 22 0.0
MANAGERS GRP
COM
6,809 ALIGN 30.60 208,387 50.39 343,106 1.6 0.0
TECHNOQLOGY INC
COM
9,214 AMETEK INC NEW 40.34 371,74 5272 485,762 22 05
COM
5,545 AMPHENQL CORP 67.92 376,597 95.35 528,716 24 0.8
NEWCLA
5,141 ANSYS INC COM 72.76 374,061 76.31 392,310 1.8 0.0
2,168 BARD C RINC COM 115.63 250,690 137.33 297,731 i.4 0.6
6,122 BEACON ROOFING 41,37 253,244 3558 217,821 i.0 0.0
SUPPLY INC COM
9242 BROWN & BROWN 3LE2 287,567 2978 275,227 1.3 1.3
INC COM
6,846 CATAMARAN CORP 5113 350,016 3775 258,436 1.2 0.0
coM
8,503 CERNER CORP COM 40.92 347,932 5130 436,204 20 0.0
3,159 CHARTINDS INC 82.49 260,600 68.22 215,507 1.0 0.0
COM
868 CHIPOTLE MEXICAN 321.38 278,958 498.50 432,698 2.0 0.0
GRILL INC COM
5,561 CHURCH & DWIGHT 55.87 310,701 69.01 383,765 L7 1.8
INC COM
9,006 COGNIZANT 39.08 351,992 47.90 431,432 2.0 0.0
TECHNOLOGY
SOLUTIONS CL A
3,207 COMMVAULT 82.39 264,214 48.40 155,219 0.7 0.0
SYSTEMS INC COM
3,800 CONCHO RESINC 91.71 348,482 130.45 495,710 23 0.0
COM
10,108 COPART INC COM 32.30 326,483 36.27 366,617 1.7 0.0
1,916 COSTAR GROUPINC 135,61 259,822 160.89 308,265 1.4 0.0
COM
8,021 DICKS SPORTING 49.54 397,344 52.66 422,386 1.9 0.9
GOODS INC COM
9264 DSWINCCLA 41.75 386,798 3339 309,325 .4 22
12,786 EAST WEST 23.16 296,096 34.51 441245 2.0 21
BANCORP INC COM
5,727 FASTENAL CO COM 46.65 267,148 50.08 286,808 1.3 20
8,156 FISERV INC COM 41.39 337,578 60.78 495,722 23 0.0
3,178 GENESEE & WYO 81.71 259,677 9901 314,654 1.4 0.0
INCCLA
3,888 HAIN CELESTIAL 86.39 335,888 36.02 334,446 1.5 0.0
GROUP INC COM
3,462 HUNT J B TRANS 69.32 239,990 76.10 263,458 1.2 1.1
SVCS INC COM
5475 IDEX CORP COM 52.85 289,334 74.57 408,21 [.9 1.5
1,819 IDEXXLABSINC 126.30 229,745 126.44 229,994 1.0 0.0
COoM
3,566 IHSINCCLA 102.21 364,474 120.63 430,167 2.0 00
2,128 INTERCONTINENTAL 127.72 271,785 204.44 435,048 2.0 1.3
EXCHANGE, INC.
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Geneva Capital Management Ltd.

PORTFOLIO APPRAISAL

Bay County Employees' Retirement System XXXX9057 (becers)
April 30, 2014

Unit Total Market Pet.
Quantity Security Cost Cost Price Value Assets  Yield
5,674 INTUIT COM 62.44 354290 75.75 429,805 2.0 1.0
16,059 LKQ CORP COM 2285 366,924 29.12 467,638 2.t 0.0
7,913 MANHATTAN 3478 274,638 3153 249,497 1.} 0.0
ASSOCS INC COM
7,263 MICROS SYS INC 4473 324,872 51.50 374,044 1.7 0.0
CcoM
1,325 MIDDLEBY CORP 214.16 283,768 252.48 334,536 1.5 0.0
COM
4,116 ORELLLY 87.69 360,918 148.79 612,420 2.8 0.0
AUTOMOTIVE INC
NEW COM
4,869 OCEANEERING INTL 70.43 342,945 73.28 336,800 1.6 1.5
INC COM
3,328 PALL CORP COM 69,15 230,133 84.15 280,051 1.3 1.3
1.440 PANERA BREAD CO 163.05 234,788 152.97 220,277 1.0 0.0
CLA
6,728 PAREXEL INTL CORP 3314 222,945 45.35 305,115 1.4 0.0
COoM
3,129 PERRIGO CO PLC SHS 152.20 476,249 144.86 453,267 2.1 0.3
4245 POLARIS INDS INC 8179 355,709 134.33 570,231 2.6 i4
COM
4,199 RANGE RES CORP 67.17 282,054 90.45 379,800 1.7 0.2
COM
5,172 RAYMOND JAMES 51.90 268,429 4970 257,048 1.2 1.3
FINANCIAL INC COM
7,293 RED HAT INC COM 51.33 374,325 48.65 354,804 1.6 0.0
1,608 ROPER INDS INC 114.81 184,611 138.95 223,432 1.0 0.6
NEW COM
3,036 SIGMA ALDRICH 76.44 232,069 96.21 292,094 1.3 1.0
CORP COM
4446 SIGNATURE BK NEW 72.85 323,884 118.82 528,274 24 0.0
YORKNY COM
3,933 SIRONA DENTAL 69.53 273,452 75.22 295,840 1.3 0.0
SYSTEMS INC COM
2,245 SMUCKERIMCO 838.81 199,368 96.68 217,047 L0 24
COM NEW
2,951 STERICYCLE INC 95.08 280,582 116.44 343,614 1.6 0.0
COM
8,322 TRACTOR SUPPLY 46.82 389,619 67.24 559,571 25 0.8
COCOM
12,660 TRIMBLE 30.97 392,093 3843 486,524 22 0.0
NAVIGATION LTD
COM
3,744 TYLER $3.39 312,216 81.65 305,698 1.4 0.0
TECHNOLOGIES INC
COM
[,799 ULTIMATE 144.94 260,746 119.63 215,214 1.0 0.0
SOFTWARE GROUP
INC COM
10,314 UNDER ARMOUR 26.12 269,441 48.89 504,251 2.3 0.0
INCCL A
5,698 VARIAN MED SYS .71 426,048 79.55 453276 2.1 0.0
INC COM
3,591 VERISK ANALYTICS 63.47 227,908 60.09 215,783 1.0 0.0
INCCLA
2

24




Geneva Capital Management Ltd.

PORTFOLIO APPRAISAL

Bay County Employees' Retirement Systemt XXXX9057 (beers)
April 30, 2014

Unit Total Market Pet.
Quantity Security Cost Cost Price Value Assets  Yield |
|
6,528 WABTEC CORP COM 47.44 309,660 74.55 486,662 22 0.2 |
18,026,543 21,645,730 98.3 0.5
CASH AND EQUIVALENTS
ACCRUED DIVIDENDS 4,189 4,189 0.0 0.0
CASH ACCOUNT 363,745 363,145 1.7 0.0
367,933 367,933 1.7 0.0
TOTAL PORTFOLIO 18,394,477 22,013,664 1000 0.5

Please compare the information in Geneva's client reports with the information provided by the independent custodian of your account(s).
The market vatue on Geneva's report may differ from the value on the statement provided by your custodian due to cut off date, unsupervised assets (if' applicable), pricing,
or deposits/withdrawals. For tax purposes, refer 1o custodian records and consuit with your tax adviser for advice. Geneva's reporis should not be relied upon for tax

purposes. Cost basis data is provided for informational purposes only and may differ from custodian records. Please reference your custodial statement for the current yield
on money market fund(s). It you are not receiving periodic statements directly from your custodian, please contact Geneva immediately at 414-224-6002. Thank you.
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Geneva Capital Management Ltd.

PERFORMANCE HISTORY
NET OF FEES

Bay County Employees’ Retirement System
XXXX9057 (bcers)

From 12-31-2013 1o 04-30-2014

Percent Return

Per Period
Fime Period Total Equities  Russell
Account Mideap
Growth
Tudex
[2-31-2013 tw 01-31-2014 -3.61 -3.48 -2.17
01-31-2014 to 02-28-2014 4.24 4.45 6.28
02-28-2014 to 03-31-2014 -1.71 -1.74 -1.85
03-31-2004 to 04-30-2014 -3.35 -321 -1.47
Inception to Date
08-17-2013 to 04-30-2014 19.42 2097 30.68

Please compare the information in Geneva's client reports with the information provided by the independent custodian of your account(s).
The market value on Geneva's report may differ from the value on the statement provided by your custodian due 1o cut off date, unsupervised assets (if applicable), pricing,
or depositsfwithdrawals. For tax purposes, refer to custodian records and consult with your tax adviser for advice. Geneva's reports should not be relied upon for tax

purposes. Cost basis data is provided for informational purpoeses only and may differ from custodian records. Please reference your custodial statement for the current yield
on money market fund(s). If you are not receiving perfodic statements directly from your custodian, please contact Geneva immediately at 414-224-6002. Thank you.
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Geneva Capital Management Lid.
PERFORMANCE HISTORY

NET OF FEES
Bay County Employees’ Retirement System
XXXX9057 (bcers)

From 01-17-2013 1o 04-30-2014

Percent Return

Per Period

Time Periad Total Equities  Russell
Account Mideap

Growth

Index
¢l-17-2013 to §2-31-2013 25.k1 26.17 29.97
12-31-2013 to 04-30-2014 -4.54 -4.12 0.55

Date to Date

01-17-2013 to 04-30-2014 1942 20.97 30.68
Annualized 14.85 16.01 2320

Please compare the information in Geneva's client reports with the information provided by the independent custodian of your aceount(s).
The market value on Geneva's report may differ from the vatue on the stateinent provided by your custodian due to cut off date, unsupervised assets (if applicable), pricing,
or depositsAwithdrawals. For tax purposes, refer to custodian records and consult with your tax adviser for advice. Geneva's reports should not be relied upon for tax

purposes. Cost basis data is provided for informational purposes only and may differ from custodian records. Please reference your custodial statement for the current yield
on money market fund(s). If' you are not receiving periodic statements directly from your custodian, please contact Geneva immediately at 414-224-6002. Thank you.
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performance review

april 2014
PERFORMANCE (%) MARKET VALUE
ACCOUMT(GROSS) BENCHMARK §34,624,206
Apri4 1.36 .20
YD 4.46 4.17
1 Year Tralling 1.69 0.84
3 Year Trailing 6.94 5.88
5 Year Traiing 10.94 8.72 .
1731797 - 4130/ 14 |
7.15 6.47
Annualized
CHARACTERISTICS
Effective Duration 7.23 years 7.03 years
Average Maturity 10.58 years 10.28 years
Yied 3.33% 2.99%
Average Quality Baat Baal
SECTOR ANALYSIS AT APRIL 30, 2014 (%) QUALITY ANALYSIS AT APRIL 30, 2014 (%)
| Account 1 Benchmark B Accouat & Benchmark
Gov Related
US[nvest Grade
1G - Financial
1G - Industrial
E.
1G - Utikty
US High Yied
0o
Cash& l 18 B .
Equivalents ;o0
oo Cank L 04
aa & Lower
No Category 0o 00
L] 8 56 84 0 13 26 39 52

The curreat benchmark és Rarclays U.S. Corporate Intestment Grade. (1) Citigrosp Broad Inv-Grads (BIG) fron 173111997 ia 6/ 20/ 1999; Bariays Credit from 6/ 30/ 1955 1o
2/29)2012; and Barceys U.S. Curparate Intestrrent Gradz froe 2/ 29/ 2012 19 4] 30/ 201 4. Por spdit rated secanities in the qualily distribustion, rhe bigher of Moody and S&P is
ssed. "The acoonnt's split raling ireatmient is based on cliet guidelines. Tbe benchmark follons the vendor's methodolygy. Equity sccuritizs are decmwed to have a duration and matnsity nafiee
of zer. Yield is Yield to Iffective Maturity Data Source: Barckgys Capital, Bloopsberg "This report is a srrive protidzd b ciestonters of Loomsis Sayles for informational purposes and is
Kot a recommsendation 1o prrchase or sell wecwritice. Unless otherwise noted, the performane shorn is grass of managenent fees. Past performance is not @ gharantee of future results.

Loomis Sayles belietes the infornnation contained in 1bis report is reliable but me i rot grearaniee its aomnicy.

i : X N ~ '\
@ LOOMS; SAVLES Bay County Employees Ret System
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performance review

april 2014

CURRENT MONTH TOTAL RETURNS (%)

Account Return 1.36
Benchmark Return 1.20
Excess Return 0.16

CURRENT MONTH EXCESS RETURN ATTRIBUTION (%)

H Total Paralel % Non-Par aliel

Bo.o4 !
Yiek! Curve §o0.02
10,02
-0.02
Allocation ?
= 0.1
Selection

-0.5 0.3 0.0 0.3 0.5

EXCESS RETURN ATTRIBUTION BY SECTOR (%)

Gov Related | I 0.02

US Invest Grade

US High Yield -0.01
Cash & Equivalents . -0.01
No Category ' 0.00

TRAILING YEAR TOTAL RETURNS (%)

Account Return 1.69
Benchmark Return 0.84
Excess Return 0.34

TRAILING YEAR EXCESS RETURN ATTRIBUTION (%)

H Total Paralel = Non-Paraliel

0.37 g@
Yied Curve -0.21 ﬁg
-0.16 3
0.02
Alocation
Selection

-2.0 -1.0 0.0 1.0 2.0

EXCESS RETURN ATTRIBUTION BY SECTOR (%)

US Treasuries C-0.05 |

Gov Related  .0.02

Us Invest Grade |

US High Yield
Cash & Equivalents | ' -0.09‘|
No Category 0.00
-2.0 -1.0 0.0 1.0 2.0

The Attribition benchmark is Barclays U.S. Corporate Investrent Grande. Figures on bar charts maay rot add sp 9 foial excess reluem as they exclide dvipact of trading and pricirg
differenves. Aftribution acsnnl relumns are gross of fees Exvess Returnt by sector excinedes yield enrve fmpat, Data Sonrce: Barchiys € Lapital

Sl LOOMIS SAYLES

30

Bay County Employees Ret System



S AV U<§

........ . 107 08 Judy

9




CINEVEYETo)
AJOAIE12] S UD9S BJB YIIUM ‘UOSUYO[ 79 UOSUYOS SB YINs saluedwod JO $1003S Y3 dn Pig SJ01S9AUI pue ‘SBuluIES JoLenb 1siy JU9d9p pauodas Auedwod sy raye
JdyY Ul 9S01 SPUOQ AIUSAUCD S,UOSUYO( ’® UOSUYOS ‘AB[IWIS 9A0KdUI 0] SINUIIU0D BoUSWY YUON Ul Buidwnd ainssaud J0) PUBLISP 1BY) P3Iedipul uawedeuew
se suoneadxe ueyy Jaad ANYSHS sem FTOZ JO S9UB(Rq SU) J0) H00[IN0 s Auedwiod sy} ‘Ajleuoiippy "Se1EWIISS JO peaye Aysis asam yaiym sguiwies Jspenb
18411 papiodal Auedwod syl AR 9504 PalWIT JAZISqUINIYDS JO SPUOQ |QILIBAUOD J1IBLIUAS 3L "salewise ishjeue a|qnop Aeau aiam D snedal 104 JusUIES.)
[9A0U S,AuBdWiod 9y] JO S31BS PUE SUOEIDSdXD JO PESYE ||I9M 21am sBuluie] "PUS-UIUOW Jesu Juswsdunouue sguiutes s Auedwod syl Suimo)|og Aldieys asol

INq *10309s AZ0]0UYIBI0IT BYI UM AUIRdWwAS Ul Judy JO SH99M 0M] 1S4 BY] BULIND ||9} SIIINAIS SY] SE "YIUOW! 19)SB0T J3]j0) B PEY SANLINISS Aunba pueg 9[gIuaALod
$,50U195 PEAY “1auenb sy aul SuuNp SI0INGUILED dol sy} uowe siam (UOSUYO( B UOSUYOS) BZly Pue JSIagIN[UdS ‘Se0ualog pes|in JO SAGIMBAU0T U]

JONVAYO4Y3d

“3,G"E PARIX8 AINSEal] Jeak-us) 8uj Uo SPIAIA [iun passaidep ulewal 0} saiuedwod spess
JUSWISOAU! WO DIUBNSS! MAU 1090XS 9M ‘P10 A|SNoneid Sy "9ZIS Ul UOIIIW SZT8$ Sem SULISYO aNSS| MBU S|QILISAUCD S8BISAE SUL "SI0109S SUOWE PIISISAID
[|oM SEM 82UBNSS| “UOINIG 2 T$ Als1ewixoidde Suisiel ‘Jexiew "§ M 9U} 0} SWILD SIIGILISAUCD MU f JO [2103 € Se “syjuows Joud uj uey) |udy ul J2yF1 sem sauRnSs|

‘pouad Sy J9AC PAUIOSP YIES S20103S S2|dE]S JaWNSU0) PUE sieualey ‘SIeuIsnpul ‘ABojouyoa] ‘aresylesH
3yl "eMIBW Peoq 3yl Sullopadino s[eloueUld pue “AIBuonsios|qg JaWnsuo) ‘WodsieL ‘SN “AZ19U3 yum ‘Yluow ayl Fulinp paxiu alam SYNsSdl J00eg

/@M wiopad 01 9NURUOD PINOYS PUE SAIIDRINIE S8 SHI0IS PuUB SPudq 3|qILBAUCD
'SUOITEN|EA JUDLIND 18 “JUSLUUOIIAUS UIMOIE MO[S B Ul 1Y) UlRluIeW 9p “(SPUoq apes-1uswilsaaul pue Anseal] s n Alleaneds 1sow) SSNLINJIS JWOodU| paxy
aind uo spiaIk syl 01 paledwoo usym Alginoiued ‘panjea A|SANOEIIE 918 ‘S3|gIUSAUDT SB LONS S9I1LINJ9S paxulFAUNnDba pue ‘sainba 184} aA319g 01 BNUIIU0d 9

"SOSSIUISNY 10} S1SO2 JaMO} PUE SISWNSUOD 10} Jamod utpuads pasessoul awos uiptaoid

‘paurelu0o saaud AS1ous 1day aaey sef jeinieu jo seijddns 98Je| pue uononpo.d 10 9pnIa *g Ul UIMOJE JeIuBIS AYAIIOE J1LIOUCO JO] PUIMIIEL JYBIS B 3piaoad
PINOYS UDIUM ‘Panpans A|9AIRIa) Uleural Saoud ABI9Ua 'aulRN Ul JUSWSAOAU! URISSNY JUSdal 3y} s11d$aq "$O|qIUBAUOD SB YINS SaiN0es payup-AlNba pue s201S
10§ @1WIIO AUIIEY B JOIS04 PINOYS YOIuM ‘Sa3es 1$9191ul Moy Jo Aojjod AIRlsuous e anunuod o A9l S1 9AI9SaY |e1apad 8yl ‘puedxa 0] UIgaq S9IWOU02 JusuSels
s,adoing aIym ‘9oed MOIS B 1B SBNUIU0D *S M U} Ul YIMOIS JIWOU0DS SE SYIUOW USIIYBIo 0] SAj9m) Fulwo ayy ul JUBIY 2q (Im stexlew Anba 1Ll 9Aa119G Iam

'SpUoq pue sennba

DAISUSLIP UI J91]3YS 1YSNOS pue sanunoas SUIA-YSIY S9UC PBlIXe SIOISSAUL SB MSU 10} ayjadde pasesloap 2 sem aWay} JSPLoIG 3Y1 ING ‘YIuow ayl Suunp saNunies
Auew Jo ssuewiopad syl ar0ip SUodas sBuluIRS 1apEND Is1d "s|edinaoeulIeyd pue ‘saninn ‘AZIaua SB YONSs $10103S SAISUSJSP SI0W Ul P04 SI01SIAUI

pue }0 plos AS1eus saneuIdle pue A80j0uyda30ig Se YINns ‘1934ew Y} JO S10309S SAININDadS [RISASS SE YIUOW 3} FuLInp paxiw 31am SI11IN0SS SIQILIBAUDY

% LT T 9504 SIQIHIAUQD
apeIF-aAIleINoadsS SltYM ‘9% /ST PASERIOUI ‘X3PU| JIGILISAUCY SPEID JUSUNSIAUL YIUAT HLUBIN VI0g SU1 AQ PaINSesw Se ‘S9|GIUaAucT Spe. 1S-JUSWISOAU] ‘YIUOW BU}
SUUNQ *%S6°0 1193 SN2 FUIKPBPUN BPYM ‘FTOT HIAY Ul %80°0 PSUIRSP “XopU| SIQIBBAURY |IY YOUAT [[UIBIN Vjog 2U} A PRINSESW SE 193/ U JIQIUISAU0D "S'N SUL

NIIAEAAQ LUV

3k

143d ATHLNOW 40 MIIA¥AA0
pTOZ T8dY



377 SPIRIYS ABMIBI ‘P TOZ@ 071 SPIRING ABYOB jo voissiused uatpm SSai0xa Jnoyim ‘wonesignd

1aU10 AU Ui 0 PALIBJRI 10 “uilo) AUE Uj paonposdal 8q Aew Juawnoop syl jo ved oy pastueiend 10U 300G SiGeNal 3¢ 0F PaAdLaq SA0IN0S WO PIUIEIGO US3G SBY URI3Y PIUIRIU0I UORULIOIU} JONPC. JUBWISSAL) /0 Adsyens

“RUNDaS JenojLied AUE JO UOFEPUILILIOIRI € IO IXADE JUUISIAUS S8 PRUAPISUOD 2G JOU DINOYS PUE YoIeasal Aiejalidold vodn paseq aig Uibiay Paujellioo UOojIRUIIOIUT VBB PUE ‘SBILI[ISS 'SISBI.04 “fuo sasodind [BUOTRULIGIUY SO}
PEINQUISID S} [BSIW Sl 931I0U INOYIM ITUBLD 0) 303(GNS BJE LRIy passaldxa suorde ay) 07T SPIRIYS ABMOBIA jO SS0UT AfIESSIIZU 10U 1N 0T SPIAIUS AB)OB JO WESY SSIQILIFALOY 242 JO SUSIUITO 3] SULRILOD [BLABW S ]

‘Suoim SI SAIINDS 101 YOOANO ANO 12U JUSAS 3L U] SUIOIP AUE JO JlBY UBY] SS3] ING ‘SBIUBADE S1axIBW %001 dU3 Jo Aiofew auy
ur a1edioiied PINOYS SPUOY J|QIMAAUOD ‘SUCHIBAIEA JUBLNO 1Y "S93UBAPE AJINba Jayuiny Ul a1edioiued 03 yalym YBnoyl S|01USA JUS|B0XS U UIBLIR) SPUO] 8|qIsAU0D

‘SyIUoW US91USIe 01 anjamy SUIWod ay3 Ul JaYB1Y og 0] saoud %201S PUB PUCH S{CIUSAU0D 150X am ‘YINs sy "MO]} Ysed
5913 03 201d JO MOJ} USED 0] 9oud ‘sSuILIeS 0 90ud SE YONS SIINSEIW SNOLEBA UC PIseq aasuadxaul Jeadde $3{001$ ‘uone|ul pue 1SS JO S31es MO} Al9ARIS) 33
pUE ‘AOU09a 010eW SUIA0IdWI AJMO[S DU UDSAID "JUSWIUOIIAUS YIMOIS MOIS TUSLIND 3Y] Ul pan|easpun aie soninbd pue spuoq s{gINsAUu0d 18y} PSOUIAUOD LB B

S9OUBAPE JaYLN) 99s 01 AjoMl] 218 SPUOQ SjQIUSAUCD PUB $320]S ‘SBUIUIES 53810d100
1US23P YUM ‘INg paleadal 9q 01 £TOT JO SUIET JUSWISaAU! B} 109dX9 10U Op 3 '[9AR] S,ETOT PI0XD 01 A|3)I S S0UBNSS! J|QIUDAUCD MU S, TOT 18Ul 913119
aM ‘SUIES 0JUO PIOY $HIOIS PUR ‘S[AS] MO| P10J3 WOJ) SSI 01 SNUNU0D SI1BI 15381l Jj " TOT Ul 91e19)900e sdeylad pue snuRuod (Iim PUL] SIYL 1B 3AS1ISG SM

Aunba Jrey) 01 payul] AJNoas e anss!

01 JUBION|3 185U0| OU 1@ SAIUBdLUOD “S|SAS] PIODAT 12 $HO0IS UM “I9ASMOH "SaiuedWod Iyl panjea-tapun panalaq Asyl 1eyl seoud Je s1apjoy Ainbs Sunsixe sinfip
pInom oS SuIop 18Ul PaADI9G A3U] SB SaNLINDSS PaYU||-ALINDD ansst 0] JULION|SI S1am $3IURULI0D 'SO0C JO AUI[IP I33IBW H201S 2} BUIMO|[0] ‘uoilippe U] "sa1uedwiod
9peJS JUSWISIAUI-UOU WOIL SEM ETOZ Ul 90UBNSS| M3U JO 20ueRIapuodaid Syl ‘yons sy "PaInu AJsAIIR[R) UlBWSI SULIDYO I|GIUBAUOT  JO S1BUSq Su3 1ey)

SULIS} 2INIOSE Ul MO| OS UIPWSI SIIRI “ISASMOY ‘Soiueduiod apess JUSWISIAUL 150w 104 "A11inoas plaii-ySIy S|gILSAU0I-UOU B JO Pealsul U S|qLISAUCD & BuInss!
£g sSuiaes 1sa191ul JUBDHIUEIS B 971|2a) utege 20U pInod saluedwod SUINSS! ‘Sa1e) Ul 8Sl 8Y] YA "S91eI 1S9I9)UI pue s3oud %2018 Ul 951 SNOJUE)NWIS 3y} 01 anp
Aj1981e] SEM S0UBNSS) MBU UL 931NS SIYL "ZTOZ U1 193IBW 3U3 01 SWED Y2Iym Uoljlig G TZ$ Sule10) SINSSI MoU 89 0] S8JedLUcD SIYL “IIBU Sy} 0} SWO0D UolllIq ¥ e
Aorewixoidde Suelo] $aNSSI SMaU OET JBA0 MES £TOZ ‘@ouenss! SulpieSay "sales 15819]ul Ul JUSWSAOW 311 01 UOI1R|91100 OU JSOW|E SABY “SJUsWNISUl swodul
POXIJ JO SISSEID 1310 ||B AJesU a31jun ‘pUE JUSWUCIIAUD 9).) BUISH B Ul WIoUsdINe J|im SPUOY S|GILB8AULD 18y} UONIOU B} 0} AUCWISS] OS|E 2Iam SUImel 5,1294

1SE7 18k S1y) JO SYIIOW JNoy ISI Y1 YSN0Iy1 PARUNUCD SBY Y2IUM ‘S0URNSS! 3|GIHIAUCY MOU I0J 19¥IBW JUBIGIA B JO UONISLINSAI A} paxiew Jesh 1sed sy} ‘suinial
193U AlBUIPIORIXS 8Y) WOl Ledy "UEBIS 1US03p B 03 4O SI QT ‘lUdy Ul 1eaJ]al [[ews 3y} a1dsep pue ‘18I ew SqIUaAU0D 8y 10} JeaA BUIpURISING U SeM £TOT

MOOUNY

‘Buijerpoud sjduas se suijoap judy S,8As)

MSIA SM "UOISIOA JaMaU 81 J0J ¥o3am 1ad sawn 93Uy AJUC SNSISA ‘SUCRVSIUL Allep SBlmbal UoIIR|NULIO) JSP|0 SUL "UOHEBINULIOL JBPI0 343 01 1IBq YIUMS Ol N

$53] 9 ||IM SWaned ‘SIALUE A|ENIUSAD UOISIDA JOPIO 91 10] UONIIadWod JUBUSS UBUM 18U} OS ‘UOISIOA PIACIALIL SY1 0F UOHBINULIO) JUSLIND 3Y1 JO SISSN LSAU0D 0}
£33 1M pUe 8nJp SIY3} JO UOISIaA paacidul ue Jo) [eAcidde PaAiaoal BASL ‘UOIIPPE Ul "$iS0I910s aldiinw 1ea.) 03 Adessyl e 1onpod 1sadie| s)l oy uonrRadwod Jusuad
Aejap 01 A[9M1} S118UL UOISIOap N0 & Uom AUrdwoo aUl e Jead auy jo ssuenb 1si1y syl Buunp Ajdieys dn sem »301s SUL "smau [nJUIUBSW OU U0 Judy U1 paulosp
SPUOY 3|QILAUOD ,SIESNINIJBWIIBUL BAS] ‘ISET "SAIINISXS JayBUR( SWISUO! B 0S|2 SI 10SS900NS S.AIND N TS AjUO S1 9Y S0UIS 81113 01 Wiy pa1oadxa ma) ‘sieal
U9aLIN0S 10} 030 S.AUBdWOD 341 USaG sey dinD I ‘USnoyny "Jeak ayl Jo pua ayl e Buupal aq | ‘ding AueT ‘030 SwnR-Buo] 1Byl padunouue os|e Ing ‘sgujuies
Jopienb 1S Ju90ep papodal Auedwios ay) -judy Ut ApyBys j18; "d10g) Joyeueq Jarmioeinuew [euisnpu| “Bunuioddesip sem Japenb puo2ss ayy o) aouepIng
s,Auedwo? ay] ‘palaadxs ueyl JaNag ARYSIS o1om SSUILIED PUB SNUDASI DIIYM "SI01SaAU] paluloddesip 95e919) sFuiwIed s Aurdwod ayy Jsye |udy Ui PAUKDap “XUNIX
‘“AuedLUOg JOJONPUOWSS “Jauenb au} Fuunp souewiouad UO paySiam ‘S[EIRNIVBULIBYY BAS) PUR JBURURQ XU|IX JO SPUO] B|QIUBAU0D 8y} 0} 3insodxa ‘A|@sisaucd

33

~ JONVINHO4H3d ATHINOW 40 MIIAYIAO
_ PTOT YAV



%6E'S

%8T°L

%T2'9

£002/T/0T
B0UIS
pazienuuy

%26°04

%6E 80T

%61 L6

£00T/T/0T
20UIS

%T6CT

%TQTT

%00TT

pazienuuy
SIEBA G

%¥e'6

%¥L6

%20 L

pazjenuuy
SIEON €

%00°00T

31T

et

S¥'99

104 jo
pUELIEN]

%66"LT

%¥8'0C

%YGOST

SUIUOW
TT 1seie

9rS'8S6'LTS
09Z'16L°¢
8TL'YET'T

8GS'TEG'TT

anjeA
19%IBlN

%EL'G

%Lt

%LGE

212q
cl
Jeap

%6LY

%95t

%69'E

SUIUOW
g1s91e

%LST

%95 T

%CT0

IO
153187

Ql[eju0d 1E10]

S3RAINDT 79 YseD

Aunbg

BUI00U] paxi4

uonisoduwes)

"SNS3J 94NN} JO SANEIIRUI J0U S1 FIUBLLIOHST 1Sed
Qs us pessesdxy

(Ar01epuep 2Ul) SO SPRID AU] JAU0D TN

apeIn AU B|GILIBAUGD YIUAT |ILUSIA

(S934 JO SS015)} puny 1210,

BoUBULIONSd

34

10T ‘0€ ludy




T0T¥ICS QT %00°00T IPSBE6'LTS S8 %0000T STL'OTY'TITS
€e0 +G9'6S
Iv'e €070 T 092'T6L'E 00’0 o]
LEE'QS ST 9E€°CT 8L0'02TT SE'E vLVT Q8E'S89'T
TEP'PST QET 6199 £65'/88'TT 65T QT'sB BYE'EEL'G
L RN 18 S1955Y JO anjep 1500 10 1507 18 1500
lenuuy PIBA Wenad ey PISLA uaed =0

ollojuod 1810)

SWOoU| pANISSY

swaennby g used
SIS

spuog

$7T0Z ‘0€ ludy
9GZT JuNo099y — Joday Alewwng

© W3LSAS INIWIHILTY STIAOTAINI ALNNOD AvE




Schroder Capital Management Collective Trust
/0 US Bancorp Fund Serviees, LLG

PO Box 701

Milwaukes, W1 53201-0701

BAY COUNTY EMPLOYEES” RETIREMENT §Y
ATTN JANIE TRACEY

515 CENTER AVE

BAY CITY Mi 48708-5341

Page iof 1

Account Statement
for the period of: April 1, 2014 - April 30, 2014

IFyoi have any questions or commeals regarding this statement, please contact your Glient Sesvice team at Schroders, Mew York

al clientserviceny@us.schroders.com.

Fund Agcount Totsl Sharg Fund % of

Number Humber Bhares Price Yalug Holdihas

SCHRODER INTERNATIONAL SWMALL CUS FUNG 3478 50306 1.901.702  $18,034.0401 $19.081.754.43 160.00%
$15,067,754.13 1006. 005

TOTAL VALUE

Fund Account Capital

Humber Number Investmenis Redemptions Dividends Galns

SCHROCER INTERNATIONAL SMALL COS FUND 7Y 50306 $G.00 $0.00 $0.00 $6.00
$0.00 $6.60 30.00 50,30

TOTAL VALUE

Trade Date Transaclion

Totat

SCHRODER INTERNATIONAL SMALL CO'S FUND

SALANCE FORWARD
ENDING BALANCE

MUY =130 Cr LEPIETSRL I ALMEIT INENSCR ) FAK SO, L. X80 _ RN

Doliar Amount Price Shares Shares
FUNG/ACCCUNT NUNMBER: 3178-50306
1,80%.702
4,801,762

$19,081.754.93  $10,034.040¢

Sl
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REFUNDS: FOR THE MONTH ENDED: May 31, 2014

EMPLOYEE/BENEFICIARY CONTRIBUTIONS PROCESSED DEPARTMENT TERMINATION
SCHLITT, JENNESA 149.34 511314 BABH 216114
CRANSTON, DIANE 4,479.63 4125114 BABH 113114
DELAROSA, JAMES 28,475.95 4/28/14 BABH 52113
TOTAL REFUNDS: 33,104.92
NEW CONTRIBUTIONS RETIREMENT GROUP/ EFFECTIVE
RETIREE TRANSFERRED COUNTY DEPT DATE
MEIR, JACQUELYNE G $ 22,029.68 BABH- Defeired 5/3/2014
DECEASED EMPLOYEE/ BENEFICIARY REFUND/ DATE OF DEATH DIVISION/
RETIREE PENSICN DEPARTMENT
TOBER, LINDA L TOBER, THEODORE 10 YR CERTAIN 5/8/2014 GENERAL
NO REFUNDS ACCUMULATED UNION DATE
EMPLOYEE NAME CONTRIBUTIONS GROUP TERMINATED
SMITH, BRIANNA 114.11 BMCF 2612014
ANDROL, HOLLY 724.64 BMCF 212412014
LECLAIR, DAIDRA 34.97 BMCF 411612014
KOWALSKI, ALISSA 64.32 BMCF 4192014
CUEVAS, TARA 86.17 BMCF 41072014
HINE, BRENDA 51.30 BMCF 412012014
ARTHUR, DANIELLE 406.81 BMCF 47142014
MATHEWS, GAIL 459,26 BMCF 4116/2014
STOVALL, CHELSEY 124,80 BMCF 4/8/2014
1,952.27

31
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BAY COUNTY DRAIN COMMISSIONER

JOSEPH RIVET
rivetj@baycounty.net
515 CENTER AVENUE, SUITE 601 PHONE (989) 8954290
BAY CITY, MICHIGAN 48708-5127 FAX (989) 8954262
drainoffice@baycounty.net TDD (98%) 895-4049

'(HEARING IMPAIRED)

March 17,2014

The Honorable Brandon Krause, Chair
Bay County Personnel Committee

515 Center Avenue

Bay City, M1 48708

Dear Chair Krause:

I write to request the purchase of retirement service credit from two previousty held positions.
The first held with the State of Michigan, the second, the Charter Township of Bangor. Your
consideration of this request to add to my time under the Bay County Employee’s Retirement
System would be appreciated. :

As you are aware, I have held the position of Drain Commissioner with the County since January
1, 2005, All required documents have been submitted to J anie Tacey, Retirement Administrator.
Specifically, I am requesting the purchase of credit from 11/1/87 through 12/31/91 as an
employee of the State of Michigan and 12/15/94 through 12/31/98 as an employee of the Charter
Township of Bangor.

Again, I 'would appreciate your consideration of my request to purchase eight years and three
months of retirement service credit. Please contact me if I can provide additional information of

if you have questions.
incergly, {g’é

Jobeph Rivet
rain Commissioner
C: J. Tacey
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Thomas L. Hickner
Bay County Executive

Crystal Heberi
Finance Officer/Secretary

May 5, 2014

BAY COUNTY EMPLOYEES’ RETIREMENT SYSTEM

BAY COUNTY BUILDING
515 CENTER AVENUE, SUITE 706
BAY CITY, MICHIGAN 48708-5128

Ms. Anna Marie Lopez

Hotchkis & Wiley Capital Management
725 S. Figueroa St. 39* Floor

Los Angeles, CA 90017

Dear Ms. Lopez:

&, BAY COUNTY VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATION

BOARD OF TRUSTEES
Steven Gray, Chairperson
Richard Brzezinski

Kim Coonan

Richard Gromaski

Tom Herek

Joen Morse

Matthew Pett

Thomas Starkweather
Kristal Zielinski

ADMINISTRATIVE STAFF
Tiffany Jerry

Janie Tacey

(988) 895-4030

FOD (989) B95-4048

FAX (389) 895-4039

There is a need for the Bay County Employee’s Retirement System to rebalance its asset
allocation therefore, I am requesting that Hotchkis & Wiley Capital Management divest
themselves of $1,000,000 (one million doflars) and make funds available for The Northern Trust
Company on Thursday, May 8, 2014.

If you have any questions or concerns regarding the above, please contact me at (989) 895-4030.

Sincerely,

CLW Wl X

Crystal Hebert

Bay County Finance Oﬁicer/Secretary

VIA E-MAIL-ORIGINAL TO BE SENT SURFACE MAIL

cc:  Bay County Employees” Retirement System Board of Trustees
Howard Pohl, The Bogdahn Group
Lawrence Fumarolo, The Northern Trust Company
Janie Tacey, Retirement Administrator/Accountant
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Thomas L. Hickner
Bay County Executive

Crystal Hebert
Finance Officer/Secretary

May 5, 2014

BAY COUNTY EMPLOYEES’ RETIREMENT SYSTEM

BAY COUNTY BUILDING
515 CENTER AVENUE, SUITE 706
BAY CITY, MICHIGAN 48708-5128

Ms. Andrea Leistra
Integrity Asset Management

480 Pierce Street

Birmingham, MI 48009

Dear Ms. Leistra:

» BAY COUNTY VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATION

BOARD OF TRUSTEES
Steven Gray, Chairperson
Richard Brzezinski

Kim Coonan

Richard Gromaski

Tem Herek

Jon Morse

Matthew Pett

Thomas Starkweather
Kristal Zielinski

ADMINISTRATIVE STAFF
Titfany Jerry

Janie Tacey

(989) 8954030

TDD (989) 895-4049

FAX (589) 895-4039

There is a need for the Bay County Employee’s Retirement System to rebalance its asset
allocation therefore, I am requesting that Integrity Asset Management divest themselves of
$2,000,000 (two million dollars) and make funds available for The Northern Trust Company on
Thursday, May 8, 2014.

If you have any questions or concerns regarding the above, please contact me at (989) 895-4030.

Sincerely,

W&M

Crystal Hebert

Bay County Finance Officer/Secretary

VIA E-MAIL-ORIGINAL TO BE SENT SURFACE MAIL

ce: Bay County Employees’ Retirement System Board of Trustees
Howard Pohi, The Bogdahn Group
Lawrence Fumarolo, The Northern Trust Company
Janie Tacey, Retirement Administrator/Accountant
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Thomas L. Hickner
Bay County Executive

Crystal Hebert
Finance Officer/Secretary

June 4, 2014

Ms. Allie Koonin

BAY COUNTY EMPLOYEES’ RETIREMENT SYSTEM

BAY COUNTY BUILDING
515 CENTER AVENUE, SUITE 706
BAY CITY, MICHIGAN 48708-5128

Schroeder Investment Management North America
875 Third Avenue - 22™ Floor
New York, NY 10022-6225

BAY COUNTY VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATION

BOARD OF TRUSTEES
Steven Gray, Chairperson
Richard Brzezinski

Kim Coonan

Richard Gromaski

Tom Herek

Jon Morse

Matthew Pelt

Thomas Starkweather
Kristal Ziefinski

ADMINISTRATIVE STAFF
Tiffany Jerry

Janie Tacey

(989) 895-4030

TDD (989) 895-4049

FAX {989) 895-4039

Re: Brokerage Services
Dear Ms. Koonin:

The purpose of this correspondence is to inform Schroeder Investment Management that the Bay County
Employees Retirement System (“Fund”) has established a commission recapture program with Abel/Noser
Corp. (“Able/Noser”} and Capital Institutional Services, Inc. (CAPIS).

You are requested to contact Abel/Noser representative Mary Davidson at 646-432-4084 and CAPIS
representative Jon Lantz at 214-978-4778 to obtain applicable brokerage information. When transacting
business for our portfolios, please inform the executing broker to credit the account for the benefit of the Fund.

Please be advised that all brokerage transactions should be executed in accordance with your obligation to seek

the best combination of net cost and execution (“best execution™).
[t is our understanding that the use of the Abel/Noser and/or CAPIS trading desks and/or the use of step-
outs should allow you to meet our request without impacting your ability to achieve best execution.

If you have any questions regarding trading arrangements, please contact me at 989-895-2007 or the Fund’s
Investment Consultant, Howard Pohl or Peter Brown of The Bogdahn Group at 866-240-7932. Thank you for
your cooperatiot.

Sincerely,

Tl Sebent

Crystal Hebert
Finance Officer/Secretary

cc: Board of Trustees
Mr. Howard Pohl
Mr. Peter Brown
CAPIS
Abel/Noser
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Thomas L, Hickner
Bay County Executive

Crystal Hebert
Finance Officer/Secretary

June 4, 2014

BAY COUNTY EMPLOYEES' RETIREMENT SYSTEM

BAY COUNTY BUILDING
515 CENTER AVENUE, SUITE 706
BAY CITY, MICHIGAN 48708-5128

Ms. Kimberty Hyland

MES Investment Management
500 Boylston Street, 21 Floor
Boston, MA 02116

BAY COUNTY VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATION

BOARD OF TRUSTEES
Steven Gray, Chairperson
Richard Brzezinski

Kim Coonan

Richard Gromaski

Tom Herek

Jon Morse

Matthew Pett

Thomas Starkweather
Kristal Zielinski

ADMINISTRATIVE STAFF
Tiffany Jerry

Janie Tacey

(989) 895-4030

TDD (989) 895-4049

FAX (989) 895-4038

Re: Brokerage Services

Dear Ms. Hyland:

The purpose of this correspondence is to inform MFS Investment Management that the Bay County Employees
Retirement System (“Fund”) has established a commission recapture program with Abel/Noser Corp.
(“Able/Noser”) and Capital Institutional Services, Inc. (CAPIS).

You are requested to contact Abel/Noser representative Mary Davidson at 646-432-4084 and CAPIS
representative Jon Lantz at 214-978-4778 to obtain applicable brokerage information. When transacting
business for our portfolios, please inform the executing broker to credit the account for the benefit of the Fund.

Please be advised that all brokerage transactions should be executed in accordance with your obligation to seek
the best combination of net cost and execution (“best execution”).

It is our understanding that the use of the Abel/Noser and/or CAPIS trading desks and/or the use of step-
outs should allow you to meet our request without impacting your ability to achieve best execution.

If you have any questions regarding trading arrangements, please contact me at 989-895-2007 or the Fund’s
Investment Consultant, Howard Pohl or Peter Brown of The Bogdahn Group at 866-240-7932. Thank you for
your cooperation.

Sincerely,

(ugtal Heberk

Crystal Hebert
Finance Officer/Secretary

ce: Board of Trustees
Mr. Howard Pohl
Mr. Peter Brown
CAPIS
Abel/Noser



Thomas L. Hickner
Bay County Executive

Crystal Hebert
Finance Officer/Secretary

June 4, 2014

BAY COUNTY EMPLOYEES’ RETIREMENT SYSTEM

BAY COUNTY BUILDING
515 CENTER AVENUE, SUITE 706
BAY CITY, MICHIGAN 48708-5128

Ms. Andrea E. Leistra
Integrity Asset Management
Munder Capital Management

480 Pierce Street

Birmingham, MI 48009

BAY COUNTY VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATION

BOARD OF TRUSTEES
Sieven Gray, Chairperson
Richard Brzezinski

Kim Coonan

Richard Gromaski

Tom Herek

Jon Morse

Matthew Pett

Thomas Starkweather
Kristal Zielinski

ADMINISTRATIVE STAFF
Tiffany Jerry

Janie Tacey

(989) 895-4030

TDD (989) 895-4049

FAX (989) 895-4039

Re: Brokerage Services

Dear Ms. Leistra:

The purpose of this correspondence is to inform Integrity Asset Management that the Bay County Employees
Retirement System (“Fund”) has established a commission recapture program with Abel/Noser Corp.
(“Able/Noser”) and Capital Institutional Services, Inc. (CAPIS).

You are requested to contact Abel/Noser representative Mary Davidson at 646-432-4084 and CAPIS
representative Jon Lantz at 214-978-4778 to obtain applicable brokerage information. When fransacting
business for our portfolios, please inform the executing broker to credit the account for the benefit of the Fund.

Please be advised that all brokerage transactions should be executed in accordance with your obligation to seek
the best combination of net cost and execution (“best execution™).

It is our understanding that the use of the Abel/Noser and/or CAPIS trading desks and/or the use of step-
outs should atlow you to meet our request without impacting your ability to achieve best execution.

If you have any questions regarding trading arrangements, please contact me at 989-895-2007 or the Fund’s
Investment Consultant, Howard Pohl or Peter Brown of The Bogdahn Group at 866-240-7932. Thank you for
your cooperation.

Sincerely,

Hbedt
Crystal Hebert

Finance Officer/Secretary

¢c. Board of Trustees
Mr. Howard Pohl
Mr. Peter Brown
CAPIS
Abel/Noser



Thomas L. Hickner
Bay County Executive

Crystal Hebert
Finance Officer/Secretary

June 4, 2014

BAY COUNTY EMPLOYEES’ RETIREMENT SYSTEM

BAY COUNTY BUILDING
515 CENTER AVENUE, SUITE 706
BAY CITY, MICHIGAN 48708-5128

Mr. Patrick J. McMenamin

Hotchkis & Wiley Capital Management
725 S. Figueroa St. - 39™ Floor

Los Angeles, CA 90017

Re:

Brokerage Seivices

BAY COUNTY VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATION

BOARD OF TRUSTEES
Steven Gray, Chairperson
Richard Brzezinski

Kim Coonan

Richard Gromaski

Tom Herek

Jon Morse

Matthew Pett

Thomas Starkweather
Kristat Zielinski

ADMINISTRATIVE STAFF
Tiffany Jerry

Janie Tacey

(989) 895-4030

TDD {989) 895-4049

FAX (989) 895-4039

Dear Mr. McMenamin:

The purpose of this correspondence is to inform Hotchkis & Wiley Capital Management that the Bay County
Employees Retirement System (“Fund”) has established a commission recapture program with Abel/Noser
. Corp. (“Able/Noser”) and Capital Institutional Services, Inc. (CAPIS).

You are requested to contact Abel/Noser representative Mary Davidson at 646-432-4084 and CAPIS
representative Jon Lantz at 214-978-4778 to obtain applicable brokerage information. When transacting

business for our portfolios, please inform the executing broker to credit the account for the benefit of the
Fund.

Please be advised that all brokerage transactions should be executed in accordance with your obligation to
seek the best combination of net cost and execution (“best execution™).

1t is our understanding that the use of the Abel/Noser and/or CAPIS trading desks and/or the use of step-
outs should allow you to meet our request without impacting your ability to achieve best execution.

If you have any questions regarding trading arrangements, please contact me at 989-895-2007 or the Fund’s
Investment Consultant, Howard Poh! or Peter Brown of The Bogdahn Group at 866-240-7932. Thank you
for your cooperation.

Sincerely,

Sl Hebock

Crystal Hebert
Finance Officer/Secretary

cc: Board of Trustees
Mr. Howard Pohl
Mr. Peter Brown
CAPIS
Abel/Noser



BAY COUNTY EMPLOYEES’ RETIREMENT SYSTEM

BAY COUNTY VOLUNTARY EMPLOYEES' BENEFICIARY ASSOCIATION
BAY COUNTY BUILDING
515 CENTER AVENUE, SUITE 706

Thomas L. Hickner BAY CITY, MICHIGAN 48708-5128 BOARD OF TRUSTEES
Bay County Execufive Steven Gray, Ghairperson
Richard Brzezinski

Crysial Hebert Kim Coonan
Finance Officer/Secretary Richard Gromaski
om Herek

June 4, 2014 Eon Morsa
Matthew Pett

Thomas Starkweather

Ms. Lori Klomstad Kristal Zielinsk
Geneva Capital Management Ltd. ADMINISTRATIVE STAFF

100 E. Wisconsin Avenue, Suife 2550 ”Giffa‘nYTJef ry

: anie Tacey
Milwaukee, WI 53202 (989) 895-4030

TDD (989) 895-4048

Re: Brokerage Services FAX (869) 895-4039

Dear Ms. Klomstad:

The purpose of this correspondence is to inform Geneva Capital Management Ltd. that the Bay County
Employees Retirement System (“Fund”) has established a commission recapture program with Abel/Noser
Corp. (“Able/Noser”) and Capital Institutiona! Services, Inc. (CAPIS).

You are requested to contact Abel/Noser representative Mary Davidson at 646-432-4084 and CAPIS
representative Jon Lantz at 214-978-4778 to obtain applicable brokerage information. When transacting

business for our portfolios, please inform the executing broker to credit the account for the benefit of the
Fund.

Please be advised that all brokerage transactions should be executed in accordance with your obligation to
seek the best combination of net cost and execution (“best execution”).

It is our understanding that the use of the Abel/Noser and/or CAPIS trading desks and/or the use of step-
outs should allow you to meet our request without impacting your ability to achieve best execution,

If you have any questions regarding trading arrangements, please contact me at 089-895-2007 or the Fund’s
Investment Consultant, Howard Pohl or Peter Brown of The Bogdahn Group at 866-240-7932. Thank you
for your cooperation.

Sincerely,

ot Wbk

Crystal Hebert
Finance Officer/Secretary

cc: Board of Trustees
Mr. Howard Pohl
Mr. Peter Brown
CAPIS
Abel/Noser
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Thomas L. Hickner
Bay County Execulive

Crystal Hebert
Finance Officer/Secretary

June 4, 2014

Mr. Clay Lindsey

BAY COUNTY EMPLOYEES’ RETIREMENT SYSTEM

BAY COUNTY BUILDING
515 CENTER AVENUE, SUITE 706
BAY CITY, MICHIGAN 48708-5128

Eagle Asset Management
880 Carillon Parkway
St, Petersburg, FL 33716

Re:

Brokerage Services

Dear Mr. Lindsey:

BAY COUNTY VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATION

BOARD OF TRUSTEES
Steven Gray, Chairperson
Richard Brzezinski

Kim Coonan

Richard Gromaski

Tom Herek

Jon Morse

Matthew Pett

Thomas Starkweather
Kristal Zielinski

ADMINISTRATIVE STAFF
Tiffany Jerry

Janie Tacey

(989) 895-4030

TDD (989) 895-4049

FAX (989) 895-4038

The purpose of this correspondence is to inform Eagle Asset Management that the Bay County Employees
Retirement System (“Fund™) has established a commission recapture program with Abel/Noser Corp.
(“Able/Noser”) and Capital Institutional Services, Inc. (CAPIS).

You are requested to contact Abel/Noser representative Mary Davidson at 646-432-4084 and CAPIS
representative Jon Lantz at 214-978-4778 to obtain applicable brokerage information. When transacting

business for our portfolios, please inform the executing broker to credit the account for the benefit of the
Fund.

Please be advised that al! brokerage transactions should be executed in accordance with your obligation to
seek the best combination of net cost and execution (“best execution™).

It is our understanding that the use of the Abel/Noser and/or CAPIS trading desks and/or the use of step-
outs should allow you to meet our request without impacting your ability to achieve best execution.

If you have any questions regarding trading arrangements, please contact me at 989-895-2007 or the Fund’s
[nvestment Consultant, Howard Pohl or Peter Brown of The Bogdahn Group at 866-240-7932. Thank you
for your cooperation.

Sincerely,

ol Habesk

Crystal Hebert
Finance Officer/Secretary

cc: Board of Trustees
Mr. Howard Pohl
Mr. Peter Brown
CAPIS
Abel/Noser
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Thomas L. Hickner
Bay County Executive

Crystal Hebert
Finance Officer/Secretary

June 4, 2014

Mr. Alan Puklin

Columbia Management

100 Park Avenue - 7 Floor
New York, NY 10017

Re: Brokerage Services

Dear Mr. Puklin:

BAY COUNTY EMPLOYEES’ RETIREMENT SYSTEM
BAY COUNTY VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATION

BAY COUNTY BUILDING
515 CENTER AVENUE, SUITE 706
BAY CITY, MICHIGAN 48708-5128

BOARD OF TRUSTEES
Steven Gray, Chairperson
Richard Brzezinski

Kim Cocnan

Richard Gromaski

Torn Herek

Jon Morse

Matthew Pett

Thomas Starkweather
Kristal Zielinski

ADMINISTRATIVE STAFF
Tiffany Jerry

Janie Tacey

(989) 8954030

TDD (989) 895-4049

FAX (989) 895-4039

The purpose of this correspondence is to inform Columbia Management that the Bay County Employees
Retirement System (“Fund”) has established a commission recapture program with Abel/Noser Corp.
{“Able/Noser™) and Capital Institutional Services, Inc. (CAPIS).

You are requested to contact Abel/Noser representative Mary Davidson at 646-432-4084 and CAPIS
representative Jon Lantz at 214-978-4778 to obtain applicable brokerage information. When transacting

business for our portfolios, please inform the executing broker to credit the account for the benefit of the
Fund,

Please be advised that all brokerage transactions should be executed in accordance with your obligation to
seek the best combination of net cost and execution (“best execution”).

It is our understanding that the use of the Abel/Noser and/or CAPIS trading desks and/or the use of step-
outs should allow you to meet our request without impacting your ability to achieve best execution.

If you have any questions regarding trading arrangements, please contact me at 989-895-2007 or the Fund’s
Investment Consultant, Howard Pohl or Peter Brown of The Bogdahn Group at 866-240-7932. Thank you
for your cooperation.

Sincerely,
Crystal Hebert
Finance Officer/Secretary

cc: Board of Trustees
Mr. Howard Poh!
Mr, Peter Brown
CAPIS
Abel/Noser



Thomas L. Hickner
Bay County Executive

Crystal Hebert
Finance Officer/Secretary

June 3, 2014

Kimberly Doran, Senior Vice President
ConvergEx Recapture Services

1633 Broadway — 48" floor

New York, NY 10019

Dear Ms. Doran:

BAY COUNTY EMPLOYEES’ RETIREMENT SYSTEM
BAY COUNTY VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATION

BAY COUNTY BUILDING

515 CENTER AVENUE, SUITE 706
BAY CITY, MICHIGAN 48708-5128

BOARD OF TRUSTEES
Steven Gray, Chairperson
Richard Brzezinski

Kim Coonan

Richard Gromaski

Tom Herek

Jon Morse

Maithew Pett

Thomas Starkweather
Kristai Zielinski

ADMINISTRATIVE STAFF
Tiffany Jerry

Janie Tacey

(989) 895-4030

TDD (989) 895-4049

FAX (989) 895-4039

Please accept this letter as the Bay County Employees’ Retirement System’s formal notice of its intent to
terminate its October 20, 2004, Commission Recapture Agreement with ConvergEx (formerly BNY PS).
A copy of that Agreement is enclosed for your reference. The last effective date of the Recapture

Agreement shall be July 3, 2014.

Thank you for your attention in this matter. Should you have any questions or concerns in relation to
the same, please contact me at 989-895-2007 or our investment consultants, Howard Pohl cr Peter
Brown of The Bogdahn Groupat 866-240-7932.

Sincerely,

2l \%MU‘:EL

Crystal Hebert
Bay County Finance Officer/Secretary

Enclosure

cc:. Board of Trustees

Mr. Howard Pohl, The Bogdahn Group
Me. Peter Brown, The Bogdahn Group

Tim Quinn, Corporation Counsel
Larry Fumaroio, Northern Trust
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VANOVERBEKE

MICHAUD &
TIMMONY, P.C
- MICHAEL J. VANOVERBEKE ATTORNEYS AND COUNSELORS 79 ALERED STREET
THOMAS C. MICHAUD . DETROIT, MICHIGAN 43201
JACK TIMMONY A TEL: 313-578-1200
FRANCIS E. JUBD Fax: 313-57_3-1201
AARON L. CASTLE WWW.VYMTLAW.COM
ROBERT AEB
BAY COUNTY

FMPLOYEES RETIREMENT SYSTEM
TRUSTEE EDUCATION

?resented by:
THOMAS MICHAUD
VanOverbeke, Michaud & Timmony, P.C.

“FIDUCIARY RESPONSIBILITY”

WHO IS A “FIDUCIARY™?

The term “fiduciary” is derived from early Roman law and means “a person having the
charactet of a trustee; one who has a duty to act for another's benefit”. Those who have discretionary
authority in connection with the administration of employee benefit plans (i.e., trustees) are
“fiduciaties” and ave charged with certain responsibilities.

“WHAT LAWS ESTABLISH FIDUCIARY RESPONSIBILITIES?

The law encompassing fiduciary responsibility is & complex network of federal and state
statutes and case law, all of which define and delineate the parameters and rules within which a

trustee must operate,

Trustees of public employee benefit plans in the State of Michigan must comply with the
fiduciary duties as provided by Public Act 314 of 1965, as amended (“Act 3 14"), Section 1e(1) of
Act 314 defines “investment fiduciary" as a person who does any of the following: .

(1)  exercises any discretionary authority or control in the investment of a plan’s assets. -

-(2)  renders investment advice for a fee or other direct or indirect compensation.
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Section 13 of Act 314 establishes “fiduciary responsibilities” in pertinent part as follows:

An investment fiduciary shall discharge his or her duties solely in the interest of the
participants and beneficiaries and shall do all of the following-

(@
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(©)
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©

®

(8)

Act with the same care, skill, prudence, and diligence under the circumstances then
prevailing that a prudent person acting ina similar capacity and familiar with those
matters would use in the conduct of a similar enterprise with similar aims.

Act with due regard for the management, reputation, and stability of the issuet . .. '

Make investments for the exclusive pucposes of providing benefits to patticipants and
participants' beneficiaries, dnd of defraying reasonable expenses of investing the
assets of the system.

Give appropriate consideration to those facts and circumstances that the investment
fiduciary knows or should know are relevant to the particular investment or
svestment course of action involved . . , and consideration of the following factors
as they relate to the investment or investment course of action:

(i)  The diversification of the investments of the system.

(ii) The liquidity and current return of the investments of the system relative to
the anticipated cash flow requirements of the system.

(i)  The projected return of the investments of the system relative to the funding
objectives of the system.

Give appropriate” consideration to investments that would enhance the general
welfare of this state and its citizens if those investments offer the safety and rate of
retumn comparable to other investments permitted under this act and available to the
investment fiducjary at the time the investment decision is made,

Prepare and maintain written objectives, policies; and strategies with clearly defined
accountability and responsibility for implementing and executing the system's
investments, '

Monitor the investment of the system's assets with regard to the limitations on those
investments pursuant to this act. Upon discovery that an investment causes the
system to exceed a limitation prescribed in this act, the investment fiduciary shall
reallocate assets in a prudent manner in order to comply with the prescribed
limitation. '

Accordingly, a trustee has a duty to properly administer the pmvisiohs of the Plan and invest
the funds of the Trust in accordance with Public Act 314 of 1965, as amended.
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FIDUCIARY STANDARDS

It is important to note that fiduciary duties are measured on an objective standard. As one court put
it, “if is not sufficient that a trustee has a pure heart and an empty head”. Accordingly, a trustee
should be aware of the following:

(1)  Duty of Loyalty;

(2)  Care, Skill and Diligence;
(3)  Prudence;

(4)  Diversity;

(5)  Prohibited Transactions;

(6)  Plan Compliance.

PLAN COMPLIANCE
UNDERSTANDING PLAN PROVISIONS

(1) State Constitution .
(2)  Statute/Charter/Ordindnce |
(3)  Plan Documents/Summary Plan Descl:riptéons
(4)  Collective Bargaining Provisions
(5)  Past Practice/Establishing Precedent
(6) Policies, Procedures, Minutes

(7)  Qualified Plan - Internal Revenue Code

PLAN DOCUMENTS

The Plan documents establish and control the management of plan assets. A Plan should maintain a
copy of the following documents:

Statute/Charter/Ordinance/Resolutions
Collective Bargaining Agreements
Summary Plan Description

Plan Policies

Actuarial Reports

Audit Reports  ~ -
Legal Opinions and Advisory Memo
Qualificd Plan Determination Letter
Employee/Trustee Handbooks

goooooood

5%




PLAN POLICIES

Service Retirement Policy

Disability Retirement Policy

Disability Re-examination Policy

Disability Offset Policy

Domestic Relations Orders Policy

Freedom of Information Act Policy

Record Retention Policy

Securities. Litigation Policy

Administrative Review Policy

Average Final Compensation/Sexvice Credit Policy
Verification or Retirce/Beneficiary Data Policy
Election Policy

Education/Conference Attendance Policy .
Code of Conduct/Ethics Policy

Service Purchase Policy

Due Diligence Policy

Credit Card Policy

Commniunications Policy

Benefit Estimate Policy

Proxy Voting

DDDDDDBDDDDDDDDDDDDD

DELEGATION OF FIDUCIARY RESPONSIBILITY
RETENTION OF PROFESSIONALS

Fiduciaries are generally not liable for a breach of duty if that duty has been specifically and
property alfocated to another fiduciaty. Fiduciaries may delegate responsibility with respect to the
management or control of plan assets only to another recognized fiduciary and only if the plan
document specifically authorizes the allocation or delegation.

Trustees are responsible to perform duties of trust, gxcept where prudent fo delegate.
Applicable law typically contemplates that trustees will use others, inchuding professional advisors,
to assist in the discharge of fiduciary responsibilities.

ADVISORY TEAM
4 Actuary O Investment Consultant -
O Administrator O Investment Manager
O Anditor ] Legal Counsel
0  Administrative Staff 00  Medical Director
o Custodian’ O Special Consultant

The use of professionals will range from a transfer of fiduciary responsibility to simply
seeking advice ahd guidance. Trustees should have a clear understanding of what objectives and
purposes are to be accomplished when retaining advisors.
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DELEGATION BALANCING ACT

(1 can do it all myself) S, {(Whatever you-say is OK)

PRUDENT TRUSTEE
(Let’s consider the options) -

One of the hallmarks of prudence is whether the fiduciary undertook a thorough and complete
investigation before embarking ona particular course of action, Prior fo engaging in any transaction,
a fiduciary must have sufficient information to understand the nature of the matter and the specific
risks involved. Tew trustees are experts in all phases of employee benefit plan investments and
administration, nor are they knowledgeable in the entire range of activities integral to the operation
of the plan. A trustee has an affirmative duty to seck the advice and counsel of independent experts
when his/her own ability is insufficient under the circumstances.

Further, Act 314 provides that an investment fiduciary may use & portion of the income of the
system to defray the costs of investing, managing, and protecting the asscts of the system; may retain
investment and all other services necessary for the conduct of the affairs of the system; and may pay
reasonable compensation for those services. ‘

Fiduciaries are responsible for determining whether the consultants they retain have

qualifications in the subject area of the transaction and are capable of adequately discharging the

responsibilities delegated. Itis essential that the qualification status and written acknowledgment of
the fiduciary is well documented in the official records of the plan.

The advice of experts should set forth adequately the benefits and risks of a particular
transaction in a form that is comprehensible and should provide sufficient analysis and grounds for
making informed decisions. However, an independent appraisal from an expert will not satisfy a
fiduciary’s duty to act prudently if the information provided to the fiduciaries is inaccurate or based
upon erroneous assumptions, Indeed, while fiduciaries have a duty to seek independent advice
where they lack the requisite education, experience and skill, they nevertheless must make their own
decisions based upon that advice. :

The fact that a particular course of action resulted in a loss is not per se indicative of a lack of
prudence. If, however, a reasonable, thorough and objective investi gation would have demonstrated
that the investment was imprudent, Hability will ensue. Plan fiduciaries also should review the
transaction in an arm’s length fashion and compare it to other available options.

Prudence requires the fiduciary to actively select and monitor the activities of advisors.
Prudence has developed into a procedural prudence standard that focuses not so much on the results,
but on the thoroughness and quality of the decision making process. Therefore, the selection and
review process should critically scrutinize the relevant issues and responsibilities.




MONITORING PROCILSS/PROCEDURES
The monitoring process of advisors should include basic elements of:

1. Maintain standards of conduct and terms and conditions of relationship
(written coniract and guidelines)

Verify compliance with federal and state laws

Conduct regularly scheduled reviews

Due Diligence - Site visits

Consult with other administrators/ trustees/ industry professionals

oW

The monitoring process on an organizational level should address a firm’s:

Philosophy/ Goals (i.c., Mission Statement)
Ownership/ Management/ Organizational Structure
Operational History/ Growth Plan
Infrasiructure: Resources/ Tools-of-the-Trade
Financial Condition
Educational Background/ Industry Experience
Professional Qualifications’
Rigk Controls/ Insurance
.~ Criminal, Civil, Regulatory History
0. Pees
1. Liquidity/Exit Strategy

Pt \D 00 1 ON o B 2 I

Finally, the relationship should be reflected in a written contract. Significant deviations from
the goals/objectives or unsatisfactory performance should result in the termination of an advisor as
soon as prudently possible (i.e., prudence dictates firing, as well as hiring).

SO MANY QUESTIONS - WHERE TC BEGIN?
“A prudent question is one-half of wisdom”,
Franeis Bacon, 16™ Century English Philosopher
MEETING WITH PLAN’S PROFESSIONAL ADVISORS

A Pian Fiduciary should seek advice from professionals who are experts and often delegate
_responsibility to these professionals. A Plan Fiduciary should meet with ecach of the Plan’s
professional advisors to become familiar with the role each professional advisor plays. At this
meeting, the advisor should explain the importance of the information contained in their report(s).

The following is a checklist of subjects a fiduciary should cover with the plan’s advisors,

] Review plan documents with the plan’s legal counsel
v/ Purpose of the plan and trust.
v The duties and powers of the Board and its advisors and staff.
v Procedures foi making investment decisions.
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The powers and limitations of the trustees to delegate responsibility, and the
frustes’s duty to monitor the performance of the delegated person.

* Liabilities of the plan and protection against liabilities.
The payment of costs and expenses.
The dispute resolution procedure for the ptan and how it is applied.
The methods used to communicate with participants, employer, advisors, the
public, etc. Who is responsible? .

~

SSRNENEN

Review the report(s) that each respective plan advisor has provided. Ask the advisor
to explain:

scope of the service provided to the plan.

adviser’s role, experience, qualifications, cte.

nature and content of reports provided to plan.

any problems or concerns about their company or the plan.

explain what is needed from the trustees or other professional advisors to
make the plan more efficient and effective,

procedures, rules or policies that are unique to this plan.

SUENENRNEN

Review fees and expenses with all of the advisors to the plan.

UNDERSTANDING PLAN FINANCES

A Plan fiduciary should understand items such as:

Oooo oooopoono

What are the typical expenses of the plan and how are they approved and paid?
What resources ate used to pay benefits/expenses and how is cash flow managed?
What are the investment guidetines for the plan assets?

Who establishes the investment guidelines?

Who makes the investment decisions?

Who is responsible for implementation?

How is investment performance and compliance monitored, reported and judged?
What has been the investment performance for the past quarter, yeat and three-year
period?

Who monitors the fees? How are they accounted for?

What type of reserve account(s) does the plan have and what are their purpose?
How are reserve amounts determined and what is their cutrent amount?

CONFLICT OF INTEREST

A fiduciary must act in the best interest of the plan and it§ participants. Fiduciaries should
exercise extraordinary precaution to assure that decisions and transactions are fair fo the participants
and plan and such fairness is well documented. Trustees must ensure that the sharing of information,
advisors, or costs does not adversely impact the interests of the plan, Independent advisors should be
retained to advise the fiduciaries of their duties, the relevant factors which they may consider in
making their decisions and their alternatives.

Trustees don’t need to be Perfect, just Prudent
7
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) Fiduciarjes who breach their responsibilitics shall be “persenally liable” for any losses (o the
plans which they administer and shall be subject to other equitable or remedial relief, including
removal from their positions. Further, fiduciaries cannot rely upon “exculpatory” provisions in the
plan documents to protect themselves from Hability but the plan can purchase liability insurance

FIDUCIARY LIABILITY

which covers their acts and omissions.

S S
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POTENTIAL AREAS FOR ERRORS

Not adequately preparing for a meeting.
Not using professionals effectively or specifically asking for verification,

Not requiring continuing education in the benefits and investment areas.

Failing to choose professionals that are independent and who may not agree with

what the trustees want to hear.

Finding it hard to ask difficult questions of professionals who serve the Plan.

“An ounce of prevention is worth a pound of cure”,
Henry De Bracton, 13" Century English Judge

RISK CONTROL PROGRAM

Legal Compliance:
+ Periodic review of plan documents
« Monitor ¢hanging legal requirements
« Review of communications to Plan participants
« Accurate and complete records
Education:
+ Review plan documents

« Review duties and responsibilities

+ Ongoing Trustee Education Program-Seminars/Conferences/ Ete.

Board Meetings:
« Regularly scheduled meetings
« Accurate and detailed minutes
Participant Claims:
+ Review record keeping
+ Review communications

« Review service provider criteria -

8
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* Plan Design:

« Review plan during collective bargaining negotiations
« Review potential funding effects
¢ Analyze potentiat long-term funding deficiencies
« Review potential conflicts of interest
« Carefully review “Social hlvéstingf’
Layer protections in the authorization of fund disburserents
Custodial relationships .
Written and approved investment policies and guidelines
Fiduciary Liability Insurance
Document retention program

Corpliance Audit- Third-party review
PRACTICAL GUIDELINES

Attend board meetings.

E;(ercise‘ indepe-ndentjudgment in promoting Plan’s best interests.
Aftain a comprehensive understanding of the Plan’s purpose and activity.
Insure that instructions and directions of the Bo.ard are followed,

Operate under accepted, prudent pension industry standards.

Closely monitor the financial condition of the Plan.

Maintain an impartial and objective financial audit program for thc; P}aﬁ.
Periodically evaluate and strictly adherc to the Investment Policy.

Never allow any assets of the Plan to be misused.

Tnvestigate and climinate any discernable, unsafe or unsound practices.

Manage, conduct and direct the business and affairs of the Plan in accordance with

law, regulations, plan documents and policies applicable to the Plan.

Tnsist all other Trustees adhere to these guidelines.

Maintain adequate records, minutes of meetings and investment transactions.

Devote the necessary time, energy and expertise to fulfill the dutics and

responsibilities of Trustees.

Establish a ystem for reviewing the performance of the management of the Plan,

9

b4




o o o O

gooocoao

Review financial reports and be knowledgeable about the condition of the Plan.
Maintain an adequate system for auditing the records of the Plan.
Scrutinize Plan professional’s performance.

Examine the background and qualifications of Plan professionals to ensure they are
suited for their roles.

Maintain a proper division of authority and responsibility among the officers of the
Plan so as to prevent any one individual from dominating its business and affairs.

ADDITIONAL IDEAS TO HELP TRUSTEES SUCCEED

Execute a comprehensive written contract with each professional advisor which is
specific as to duties and obligations (include time limits and due dates).

Have a strictly enforced policy that all factual information for Board action be
submitted in advance,

Require professional advisors to provide alternatives whenever an economical or
controversial decision must be made by the Board.

Require professional advisors to provide information on potential econormic,
legislative, or regulatory activity that may impact the Plan and decisions of the Board.

" Have at least one annual trustee meeting for the sole purpose of evaluation and

planning.
Communicate often with Plan participants.
WHAT EDUCATIONAL RESOURCES ARE AVAILABLE?

Professional Service Providers
Other Trustees
Conferences/Seminars
Universities/Colleges
Publications

Intemiet
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VANOVERBEKE
MICHAUD &
TIMMONY, P.C.

MICHAEL J. VANOVERBEKE ATTORNEYS AND COUNSELORS 79 ALFRED STREET
THoMAS C. MICHAUD DETROIT, MICHIGAN 48201
JACK TIMMONY TEL: {313) 578-1200
Francis E, JubpD Fax: (313) 578-1201
AARON L. CASTLE WWW.VMTLAW,COM
ROBERT J. ABE

April 28,2014

RECENT LEGAL ISSUES AND DECISIONS

This summary is presented to provide a general reference to recent legal decisions of interest to Michigan
public retirement and healthcare plans.

BENEFITS ADMINISTRATION

Costella v. Taylor Police and Fire Retirement System
Michigan Supreme Court — Decided Feb. 5, 2014 495 Mich. 939
Michigan Ct. of Appeals — Decided Aug. 27, 2013 2013 Mich. App. WL 4525894

The former Fire Chief challenged the Retirement Board’s refusal to include severance pay in its
calculation of his Final Average Compensation (“FAC”). The Michigan Court of Appeals determined
that the Fire Chiel’s Personal Services Contract was ambiguous because it was silent with respect to the
inclusion of severance in FAC and held that the parties intended for the severance payment to be included
in his FAC. The Michigan Supreme Court summarily reversed the Court of Appeals and reinstated the
trial Court’s order, holding that the Retirement Board’s decision was supported by competent material
and substantial evidence, and dismissed the case.

Michigan Coalition of State Employee Unions v. State of Michigan
Michigan Ct. of Appeals — Decided Aug. 13, 2013 302 Mich. App. 187

State employees’ unions brought an action against the State, challenging the constitutionality of statutory
amendments to the State Employees’ Retirement Act, MCL 38.1 ef seq. (Public Act 264 of 2011) which
required employees hired before April 1, 1997, who had maintained membership in the state defined
benefit pension plan, to choose either to contribute 4% of their income to that plan or switch to the 401(k)
defined contribution plan. The Unions also challenged the change in the way overtime was applied to the
calculation of Final Average Compensation (“FAC”). The Michigan Court of Appeals held that those
challenged portions of Public Act 264 of 2011were unconstitutional because they viclated Article 11,
Section 5 of the Michigan Constitution which governs the State Civil Service Commission. Specifically,
the Court held that the statutory amendments changing the nature of state employees’ contribution-free
_ retirement plan constituted a change in “rate of compensation” or a “condition of employment” without
the approval or consent of the State Civil Service Commission, thus violating the civil service amendment
to the State Constitution. The Court further held that the statutory amendment changing the treatment of
overtime pay in calculating FAC also invaded the authority of the Commission in violation of the State
Constitution’s civil service amendment.

blo



Whitsitt v. Public School Emplovee Retirement System :
Michigan Ct. of Appeals — Decided July 25,2013 2013 Mich. App. WL 3836003

Plaintiff worked for Saline Area Schools for 30 years and retired, effective August 1, 2007. She later
accepted an offer to teach part-time and began work again for Saline Area Schools on August 27, 2007.
Two years later, the Public School Employee Retirement System’s Office of Retirement Services
determined that the Plaintiff returned to work less than 30 days after her effective date of retirement from
Saline Area Schools and ordered her to repay a year’s worth of retirement benefits. The Court of Appeals
agreed that the petitioner returned to work too early, but held that the remedy imposed by the Retirement
System, charging petitioner a year’s worth of benefits for improperly working a total of four half-days,
was arbitrary and capricious. Instead, the Court held that the petitioner need only repay the salary
received for the four days she should not have worked.

Macomb County v. AFSCME Council 25 Locals 411 and 893
Michigan Supreme Court — Decided June 12, 2013 494 Mich. 65

The Macomb County Employees Retirement Commission adopted an actuarial table used to calculate
joint and survivor retirement benefits for employees retiring after July 1, 2007. In response, union
representatives filed unfair labor practice complaints with the Michigan Employment Relations
Commission (“MERC?”), arguing that the Retirement Commission’s 24-year past practice of using the
same actuarial table to calculate benefits created a term or condition of employment. The hearing referee
recommended that MERC dismiss the unfair labor practice charges, finding that the underlying collective
bargaining agreements (“CBAs™) contained extensive provisions covering pension benefits and the parties
were “satisfied, and agreed, to have these benefits calculated as provided in the ordinance.” The hearing
referee thus concluded that the respondents had already fulfilled their statutory duty to bargain over the
Retirement Commission’s actuarial assumptions. MERC rejected the hearing referee’s proposed decision,
finding that the actuarial assumptions at issue were never memorialized in the Retirement Ordinance or
any of the CBAs and that the parties “tacitly agreed that joint and survivor benefits would continue to be
calculated as they had been in the past.” The MERC decision was upheld by the Court of Appeals but
reversed by the Michigan Supreme Court which held that the unambiguous language in a CBA dictates
the parties’ rights and obligations even in the face of a conflicting past practice, and that this past practice
was not so widely acknowledged and mutually accepted that it could create an amendment to the contract.
The Supreme Court opined that the party seeking to overcome an unambiguous CBA provision must
present evidence establishing the parties’ affirmative intent to revise the CBA and establish new terms
and conditions of employment. Finally, the Supreme Court held that the grievance process contemplated
in the CBA was the appropriate avenue to challenge the Retirement Commission’s actions.

RETIREE HEALTH CARE

Trzil v. Village of Chesaning :
Michigan Ct. of Appeals — Decided Nov. 26, 2013 2013 Mich. App. WL 6182645

Retirees brought this action against their former employer, the Village of Chesaning, claiming breach of
contract and promissory estoppel because of changes to the retiree health coverage. A memorandum of
understanding provided retirees with a specific Blue Cross Blue Shield plan “or its substantial equivalent”
until Medicare coverage began. The employer changed health plans and retirees sought a preliminary
injunction to prevent the change. However, the Michigan Court of Appeals held that a plan with higher
co-pays and deductibles did not amount to irreparable harm and denied the request for an injunction,
reasoning that monetary damages would be available at trial to compensate for any economic losses
suffered by the retirees. The matter was returned to the trial court for further proceedings.
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Welch v, Brown
6th Circuit U.S. Ct. of Appeals — Decided Jan 3, 2014 - 2013 Mich. App. WL 25641

Retired municipal workers brought an action against Flint's Emergency Manager’s (“EM”) unilateral
modification to their collectively bargained lifetime health care benefits. The U.S. Court of Appeals
affirmed the District Court’s grant of a preliminary injunction against the EM, finding that the alteration
of their lifetime health insurance benefits violated the Contract Clause and Due Process clause of the U.S.
Constitution. The Court further held that the modifications constituted a substantial impairment because
they required retirees to pay significantly increased amounts for health insurance and such action was not
reasonably necessary for the City to avoid bankruptcy or balance the budget.

Tackett v. M&G Polymers USA. LLC
6th Circuit U.S. Ct. of Appeals - Decided Aug. 12, 2013 733 F.3d 589

The U.S. Court of Appeals held that the collective bargaining agreement language that provided for “full
Company contributions” towards the cost of retiree health care benefits indicated a vested right to free,
lifetime retiree health care benefits. The Court further held that subsequent concessions by the Union for
active employees did not apply to retirees without prior consent.

Hardaway v. Wavne County
Michigan Supreme Court — Decided July 26, 2013 494 Mich. 423

A former appointed employee of the County sought lifetime retiree health care benefits pursuant {0 a
resolution of the County Commission which provided for retiree health care benefits to appointees who
were confirmed by the County Commission. The County denied benefits because the individual’s
appointment was never confirmed by the County Commission. However, the Court of Appeals
determined that the individual was entitled to benefits because the resolution was ambiguous and the
County’s interpretation was inconsistent with rules of statutory construction. Accordingly, the Court
concluded that retiree health care benefits were available to all appointees. The Michigan Supreme Court
reversed the Court of Appeals and granted summary disposition in faver of Wayne County. The Supreme
Court held that the language in Resolution No. 94-903, adopted by the Wayne County Commission in
1994, was unambiguous and extended additional insurance and healthcare benefits only to appointees
who were confirmed by the county commission and not members of a board of comrmissioners.

AFT Michigan, et al. v. State of Mickhigan
Michigan CL. of Appeals — Decided Jan. 14, 2014 303 Mich. App. 651

The American Federation of Teachers and its membership originally challenged the constitutionality of an
amendment to the Public Schoo! Employees Retirement Act (“PSERA™) which required that public
school districts withhold 3% of each employee’s wages as “employer contributions” to the retirement
system’s trust that provides retiree health care benefits. In a prior case, AFT Michigan v State, 297 Mich
App 597 (2012), the Michigan Court of Appeals concluded that the statute violated federal and state
constitutional protections against the impairment of contracts by the state because the statute required
school employees be paid 3% less than the amount they and their employers freely negotiated in
contracts. The prohibition against the taking of private property was also violated because the statute
directs that unique and definable monies be confiscated by governmental employers for the payment of
statutorily mandated employer contributions to a state trust fund. Finally, the Court held that the statute
violated the employees’ due process rights by requiring current employees to fund health care benefits to
current refirees without any vested right themselves to receipt of healthcare benefits upon their own
retirement.

3 (%




Following the Court of Appeals’ decision, the State amended PSERA so the retiree health care
contributions at issue would be voluntary, and also lowered health and pension benefit levels
prospectively. A number of employee groups chatlenged the law on the basis of the 2012 Court of
Appeals opinion (cited above) regarding the mandatory coniribution. This time, the Court of Appeals
ruled in favor of the State, finding that health care benefits are not constitutionally protected retirement
benefits under Article IX, § 24 of the Michigan Constitution. It also ruled that future accruals of
retirement benefits were not diminished as increased contributions to keep the current benefit was not an
impairment. As members had the choice to keep the current benefit and pay more or to keep the current
contribution and accrue less, Article IX, § 24 of the Michigan Constitution was not violated.

COLLECTIVE BARGAINING

AFSCME Council 25 Local 1103.14 v. Charter Township of Harrison
Michigan Ct, of Appeals ~ Decided Jan. 16, 2014 2014 Mich. App. WL 198804

The Harrison Township Retirement Board adopted a policy for the calculation of pension service credit
which addressed breaks in Township service. Plaintiffs filed grievances on behalf of several employees
who were negatively affected by the policy. Pursuant to the language of the collective bargaining
agreements, the Township was required to respond to the grievances, in writing, within 10 days, and
failure to do so would cause the grievances to be automatically decided in Plaintiff's favor. The
Township did not respond to the grievance within 10 days, but the arbitrators determined that the
grievances were not arbitrable because the underlying challenged actions were done by the Retirement
Board and not the Township itself. The Michigan Court of Appeals reversed the arbitrators’ decision,
holding that the “calculation of retirement benefits is a mandatory subject of collective bargaining” and
that the grievance procedure was appropriate. The Court ordered that because of the default provision in
the collective bargaining agreement, the Township’s failing to respond to the grievances within 10 days
required the grievance to be decided in Plaintiff’s favor.

FOIA/OPEN MEETINGS ACT
Moran v. Risser
Michigan Ct. of Appeals — Decided Dec. 19, 2013 2013 Mich. App. WL 6693198

The former executive director of the Manistee-Benzie Community Mental Health Board (*“MBCMH?™)
claimed that private discussions by members of the MBCMH regarding his termination violaied the Open
Meetings Act (“OMA”). The Michigan Court of Appeals found that there were deliberations and
discussions about the plaintiff and his possible termination by members of the Board, but held that those
deliberations did not involve a constructive quoram and without a quorum, there was no violation of the
OMA.

Bellfy v. City of East Lansing
Michigan Ct. of Appeals — Decided June 18, 2013 2013 Mich, App. WL 3024831

Prior to a meeting of the East Lansing City Council, the city attorney advised the Mayor that the Council
could not convene a closed session to consider the Plaintiff's ethics allegations against the city attorney.
The Mayor subsequently relayed the city attorney’s advice to other members of the Council. Plaintiff
sued, claiming that the communications prior to the Council meeting violated the Open Meetings Act
(“OMA™). The Michigan Court of Appeals found that the city attorney’s advice to the Mayor and
subsequent discussions prior to the meeting were not evidence that the Council deliberated privately in
violation of the OMA. The City was entitled to dismissal and sanctions against plaintiff and his attorney.
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Trudel v. City of Allen Park
Michigan Ct. of Appeals — Decided Nov, 14, 2013 2013 Mich. App. WL 60371352

The Michigan Court of Appeals held that the Retirement Board’s late response to the Plaintiff's FOIA
request was sufficient to render Plaintiff’s lawsuit moot. Once the Retirement Board had submitted the
documents requested, the substance of the controversy was resolved and the case was moot.

Lawrence v. City of Troy
Michigan Ct. of Appeals — Decided Jan 30, 2014 2013 Mich. App. WL 354704

The Michigan Court of Appeals held that the maximum amount of punitive damages available under the
Freedom of Information Act is $500 per requester, not per record requested.

Caffey v. Gladwin Community Schools
Michigan Ct. of Appeals — Decided Dec. 26, 2013 2013 Mich. App. WL 6921541

Gladwin Community Schools provided its superintendent with a cell phone for school business, allowing
personal use of the phone subject to review by the school board. Plaintiff submitted a Freedom of
Information Act (“FOIA™) request for the phone records. The Michigan Court of Appeals held that
because the school board did not possess the records or use them in the course of official business, they
were not “public records” as defined under MCL 15.232(e) and, accordingly, the school board was not
obligated to provide them to Plaintiff. The school board obtained some of the cell phone records before
responding to the FOIA request, at which point they became public records, and were provided to plaintiff
in a redacted form. The Court held that the telephone numbers were properly redacted because their
disclosure would have constituted a clearly unwarranted invasion of privacy.

Speicher v. Columbia Township Board of Trustees
Michigan C1. of Appeals — Decided Feb. 25, 2014 2014 Mich. App. WL 783833

The Columbia Township Board of Trustees (“Board”) appointed a Fire Chief Review Comumittee
(“Committee”) to facilitate the hiring of a new fire chief. The Committee interviewed candidates in closed
meetings and then held three meetings, open to the publtic, regarding the hiring of the new chief. The trial
Court found that the closed Committee interviews violated the Open Meetings Act (“OMA”). However,
the Court held that the hiring decision was not invalidated because the Board held three open meetings
regarding the hiring of a new fire chief before the decision was made. The open meetings provided ample
opportunity for the public to voice any concerns. The Court of Appeals agreed that the hiring decision
should not be invalidated, but reversed the trial Court and awarded attorney’s fees to Plaintiff, holding
that the mere finding that a defendant violated the OMA, without more, is sufficient to find that a plaintiff
succeeded in “obtaining relief” in an OMA action.

DISABILITY

Trudel v. City of Allen Park
Michigan Ct. of Appeals — Decided Nov. 14, 2013 2013 Mich. App. WL 6037132

Plaintiff, a former district Court judge, was granted a disability pension from the State of Michigan
Judges Retirement System, which does not differentiate between duty and non-duty disability. Plaintiff
subsequently sough a duty disability retirement from the Allen Park Retirement System and was denied.
The Michigan Court of Appeals held that the fact that the Plaintiff was granted a disability pension by the
State Retirement System failed to establish that he was entitled to a duty disability retirement from the
Allen Park Retirement System. The Court further opined that a finding by other entities that Plaintiff was
totally and permanently disabled fails to establish that his injury, illness, or disease resulted from the
performance of his judicial duties. The matter was returned to the trial court for further proceedings.
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DOMESTIC RELATIONS

Caudry v. Caudry
Michigan Ct. of Appeals — Decided Jan. 30, 2014 2014 Mich. App. W1 354653

A Plan Participant and his former spouse divorced in 2001 and the judgment of divorce contained a
provision awarding the former spouse a 50% share of the Participant’s pension upon his retirement from
the Adrian Public School System. Shortly after the parties remarried in 2004, the Participant retired and
received a $52,000 early retirement buyout. At trial for their second divorce in 2011, the former spouse
claimed that the entire $52,000 buyout was an extension of the marital property from the first marriage.
However, the Michigan Court of Appeals disagreed, noting that only the portion of the pension that
actually accrued during the marriage must be considered part of the marital estate. The Court held that the
early retirement buyout accrued during 29 years he worked for the School System prior to the second
marriage. The portion of the Participant’s pension that accrued during the first marriage but before the
second marriage constituted a separate asset that was not part of the second marital estate. Accordingly,
the Court held that the accrual of the Participant’s pension during the first marriage was already
adjudicated and that the early retirement buyout should not be treated as an extension of marital property
from the first marriage.

Presley v. Kirk
Michigan Ct. of Appeals — Decided Mar. 11, 2014 2014 Mich. App. WL 953606

A Plan Participant and his former spouse divorced in 1994 and the judgment of divorce awarded his
former spouse 50% of his retirement benefit. The parties subsequently submitted a Qualified Domestic
Relations Order (*QDRO”) that nominated the former spouse as the Participant’s surviving spouse. The
Participant subsequently remarried and identified his widow as his spouse when he applied to start
receiving retirement benefits. Following the Participant’s death, his widow’s application for surviving
spouse benefits was denied because his former spouse was already receiving benefits in accordance with
the QDRQ. The trial Court granted the widow’s motion to amend the QDRO to eliminate the former
spouse’s right to receive survivorship benefits because the original judgment of divorce did not nominate
the former spouse as the surviving spouse. The Michigan Court of Appeals reversed the trial Court’s
order because the parties were free to modify a judgment of divorce by mutual consent with a
subsequently entered QDRO and the QDRO contained language indicating its incorporation into the
judgment of divorce. The Appellate Court held that the entry of the QDRO, which included survivorship
benefits, was valid and ordered that the original QDRO be reinstated. The matter was returned to the trial
court for further proceedings.

THE FOREGOING SUMMARIES ARE PRESENTED FOR GENERAL INFORMATION PURPOSES ONLY AND ARE NOT
TO BE CONSIDERED LEGAL ADVICE. PLEASE REFER TO THE TEXT OF THE FULL OPINION OR CONTACT
VANOVERBEKE, MICHAUD & TIMMONY, P.C, AT THE ABOVE ADDRESS JF YOU HAVE ANY QUESTIONS OR
COMMENTS CONCERNING THIS MATERIAL.

6 71



Page 1 of2
BAY COUNTY Thomas L. Hickner

PERSONNEL DEPARTMENT County Executive

Tim Quinn, Director Tiffany Jerry, Payroll/Benefits Super.
quinnt@baycounty.net jerrvt@baycounty.net
(989) 895-4098 (T) (989) 895-4032 ()
(989} 895-2076 (F) (989) 895-2076 (F)

Janie Tacey, Retirement Adm./Acct.
taceyi@baycounty.net

(989} 895-4043 (T)

(989) 895-4113 (F)

Jeanie Deckert, Wellness Coordinator

deckerdii@baycounty.net

June 4, 2014 (989) 895-4087 (T)
(989) 895-2076 (F)

Becky Smutek, Payrofl Clerk

: i smultekb@baycouitty.net
To: Retirement Board (553) 8964044 (1
(989) 895-2076 (F)

From: Tim Quinn, Director of Personnel, Employee Relations, and Corporation Counsel
alles \

Re: Retiree Electronic Deposit of Pension Checks

Question Presented by Retirement Board on May 13, 2014

Can retirees be forced to accept their pension checks electronically?

Short Answer

Yes

Discussion

Currently, there are 742 {84.6%) employees receiving pension checks electronically. There are
135 (15.4%) who receive a paper check, for a total of 877 pension payments.

Electronic deposits are $.97 each and paper checks are $1.35 each for a difference of $.38 each.
The additional costs associated with issuing paper checks:

135 checks
X $.38
X 12 months
Total $615.60 annually

Since we do not handle any of these pension payments, | do not see any indirect costs.
However, it should be noted that when we had severe weather last year, the staff spent a
significant amount of time fielding retiree complaints. An additional advantage would be that
going to direct deposit mirrors other efforts in the County to go paperless.

515 Center Avenue, Bay City, Mi 48708 + TDD (Hearing Impaired) (989) 895-4049
www.baycounty-mi.gov \7 Q\
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Options
1. leave asis.
2. Have all new retirees go to direct deposit

3. Have all retirees go to direct deposit.

Please feel free to contact me if you have any further concerns.



